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Are Your Mortgages 


Most mortgage investors recognize a good loan 


— but sometimes overlook the importance of 
proper management in preserving its sound- 
ness as an investment. 

Many holders of mortgages have neither the 
time nor the facilities to look after a mortgage 
investment adequately, and often, because of 
geographic location, it is inconvenient — or 
virtually impossible — for an investor to main- 
tain close supervision of a mortgage holding. 

The Real Estate and Mortgage Department 
of Manufacturers Trust Company offers to 
mortgage investors everywhere a complete 
mortgage management program for holdings 
in the New York metropolitan area. Our serv- 






Our Real Estate and Mortgage Department, 
Fourth Floor, 510 Fifth Avenue 


Efficiently Managed? 


ices include appraisals, collection and remit- 
tance of interest and principal, tax searching 
and liquidation of tax arrears, insurance 
analysis, placement and supervision, property 
inspection service, Mortgage renewal service, 
street opening and condemnation reviews and 
continuing advisory service. 

For a mortgage holder to employ individual 
specialists in the various fields of mortgage 
management is costly, but Manufacturers 
Trust Company provides ALL services for one 
nominal fee. 

Mortgagees and their attorneys are invited 
to talk with us about these management serv- 
ices as they apply to their situations. 


Real Estate and Mortgage Department 


MANUFACTURERS TRUST COMPANY 


510 Fifth Avenue, New York 36, New York 


Member Federal Deposit Insurance Corporation 











































SIXTY YEARS... 
AND THE BEST IS YET TO COME 


Goodyear's early experiments 
with balloons paved the way for 
today's giant airships 


GOODYEAR-BUILT AIRSHIPS ... 
Sky Sentinels For America’s Defense 


Back in 1914, Goodyear manufactured the first kite 
balloons to be used by the British in World War I. 


Today, Goodyear Aircraft Corporation produces a 
wide variety of equipment vital to national defense. 
Versatile radar airships built by Goodyear are the 
U.S. Navy’s newest airborne all-weather sentinels. 
Through planned diversification, this division’s activi- 
ties have been broadened to include missile guidance 
and ground support systems, rocket boosters, large 
radar antennas, jet engine thrust reversers, a complete 
“escape capsule” for jet airmen, the one-man helli- 
copter and inflatable airplanes. Goodyear Aircraft also 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Watch ‘‘Goodyear Theater’ on TV—every other Monday 9:30 P.M. EDT. 


builds GEDA, an analog computer, and supplies flight 
simulators for the armed forces. 


Everywhere, in the air, on land and sea, you will find 
Goodyear products serving the nation. This diversified 
output includes tires . . . industrial rubber goods . . . 
aviation and aircraft products . . . foam products .. . 
films and flooring . . . chemicals . . . shoe products 
. .. metal products . .. and many more for growing 
markets here and abroad. 
* e a 
It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 
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Cover Picture. . . . Porthole view of Alaska, 
the 49th State. President Eisenhower signed 
the bill on July 7 ending a 42-year fight for 
statehood (although Alaska must still con- 
duct a plebiscite approving the measure). 
Purchased from Russia in 1867 for a mere 
$7,200,000 Alaska’s 1957 production figures 
for leading natural resources were: Fisher- 
ies $79,229,000; Timber $38,900,000; Min- 
ing $24,921,000; Furs $6,832,000 and Agri- 
culture $4,500,000. Achievement of state- 
hood is expected to increase business 
development. Alaska has 31 of the world’s 
33 most valuable minerals and a dozen 
companies are already drilling for oil... 
Four national banks were administering 
trust assets of $1,841,156 and had trust 
department gross earnings of $51,000 ac- 
cording to the 1957 report of the Comp- 
troller of the Currency. At least three times 
that many banks have trust powers. With 
increasing and widespread local wealth, trust 
services may be expected to show marked 
growth. 

Photo courtesy of Canadian National Railways 
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Pooled Pensions 


We have read your survey on pooled 
pension funds (June, p. 531) with ex- 
treme interest, and will be helped con- 
siderably in our own plans for establish- 
ing such a fund by the experience of 
other banks in this field. 

John R. Cockle, 
Trust Officer, 
Omaha National Bank 
Omaha, Neb. 


Council Organization 


We appreciate very much the use of 
your material in regard to forming an 
Estate Planning Council as it has been 
invaluable for our planning purposes. 
We have had one organizational meeting 
and hope to complete our Council and 
commence our program early in the 
fall. Thank you for your help. 

Paul D. Dunlap, 
Trust Officer 
National Bank of Commerce 
Lincoln, Neb. 


Southern Report 


I have just received the June Trusts 
AND Estates and I want to thank you 
for your reporting of the Southern Trust 
Conference. We have heard nothing but 
compliments and I, naturally, am proud 
of the program which developed. 

I hope you are enjoying a good Sum- 
mer and with warm personal regards, I 
am 

N. Baxter Maddox, 
Senior Vice President 
and Trust Officer 
First National Bank 
Atlanta 


Unique Seminar Idea 


I want to express my appreciation for 
having been able to attend your seminar 
on American Machine & Foundry Co. 
(see p. 612). Your idea of having the 
so-called “Lieutenants” instead of the 
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“Generals” of industry at these meet- 
ings is not only unique but has a great 
deal of merit, and I, like the rest of my 
associates, am constantly searching for 
those and smaller companies 
which some day will become the GE’s 

and Jersey's of tomorrow. 
Thomas F. Richardson, 
Assistant Vice President 
Fairfield County Trust Co. 

Stamford, Conn. 


Public Relations — 1924 Style 


At the time I considered the material 
for my talk at the last Mid-Winter Trust 
Conference, | went through my old files 


newer 


and found two letters from your beloved 
father, which I cherished. I have been 
proud of the pioneering work done by 
your father toward the development of 
the corporate fiduciary movement, which 
was in its infancy at the time he took up 
the job of publishing the magazine. 

In the rush I overlooked giving your 
father the credit for the work he did 
along with some of the other stalwarts 
named. 

Thomas C. Hennings, Sr. 
Member of the Missouri Bar; 
Former President, Trust Division, 
American Bankers Assn. 


St. Louis, Mo. 


One of the letters referred to by Judge 
Hennings, dated October 6, 1924, and 
signed by C. A. Luhnow, Publisher, 
reads as follows: 


“Your paper on ‘The Greatest Fath- 
er in the World’ is one of the most 
powerful documents I have ever had 
occasion to come across in visualizing 
the broader and human aspects of 
trust company service. It is my convic- 
tion that the degree to which trust 
companies develop in the future will 
depend very largely upon the extent 
to which they give practical applica- 
tion to that spirit which runs through 





your paper. The day is gone by when 
a trust company particularly can 
measure its business and objectives by 
the figures on the balance sheet. In 
fact the balance sheet will reflect the 
best results when business is carried 
on with a proper conception of human 
and public relations.” 


AAA 
287 in G.S.B. Class of 1958 


Commencement exercises of The Grad- 
uate School of Banking were held at 
Rutgers University on June 20 for the 
class of 287 graduates, of whom 49 
majored in trusts. 

Diplomas were awarded by Everett D. 
Reese, chairman of the Board of Re- 
gents of the School. Mr. Reese is chair- 
man of the board of Park National Bank, 
Newark, Ohio, and a former president 
of the Bankers Association. 
The commencement exercises concluded 


American 


the two-week resident session. 

The School was established by the 
A.B.A. in 1935. Enrollment this year 
totaled more than 1,050 bankers from 44 
states, the District of Columbia, Puerto 
Rico, and Colombia, South America. 

Maurice A. Chaffee, associate registrar 
of the school, who retires September 1 
as director of the Rutgers University Ex- 
tension honored at the 
exercises when presented with the Rut- 
gers University Award for leadership in 
university education. Professor Chaffee 


Division, was 


has been associated with The Graduate 
School of Banking since its organization. 

The senior class gift, presented to the 
University as a contribution to The 
Harold Stonier Memorial Library Fund, 
will be used to purchase additional ma- 
terial for the financial of the 
University library. 

The class of 1958 elected as its per- 
manent officers Gordon P. Howell, as- 
sistant vice president, Lynchburg (Va.) 


section 





Two great names in the trust world — Gil- 


bert T. Stephenson (left) and Professor 
Austin W. Scott of Harvard Law School 

are reunited at 1958 session of Graduate 
School of Banking. Mr. Stephenson and 
Prof. Scott together again for the first 
time since 1950 — constituted entire faculty 
of Trusts course at School’s first session in 
1935, when Trusts majors totalled 29. This 
year the faculty numbered 13 for a class of 

159 Trusts majors. 


National Bank & Trust Co., president; 
and John S. Howe, treasurer, Provident 
Institution for Savings, Boston, secre- 
tary. Alvin C. Johnson, assistant vice 
president, First National Bank of Chi- 
cago, was elected to a three-year term 
on the School’s Board of Regents. 

The men in the trusts major elected a 
committee to represent them for the 1959 
session; Stuart A. Clark, assistant trust 
officer, Fidelity Union Trust Co., New- 
ark, N. J., chairman; Harry E. Parker, 
Jr., assistant vice president and assistant 
trust officer, First National Trust and 
Savings Bank, San Diego: Morris F. 
Stoddard, Jr.. trust officer, New England 
Trust Co., Boston; Thomas E. McFar- 


land, vice president and trust officer. 


Lincoln Rochester (N.Y.) Trust Co.. 
Rochester; and Elmer L. Fingar, vice 


president and senior trust officer, Na- 
tional Bank of Westchester, White 
Plains, N. Y. 








44 of 49 Trust Majors in Class of 1958 at Graduate School of Banking. 
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FINAL FEDERAL ESTATE TAX REGULATIONS 


were filed on June 23, almost four years 
after enactment of the Internal Revenue 
Code of 1954. One of the major changes 
from the proposed regulations (See T&E, 
Dec. '56, p. 1080, Jan. 1957, p. 12) is 
the elimination of the much criticized 
paragraph dealing with life insurance pro- 
ceeds used to purchase decedent's partner- 
ship interest or closely held stock. Sub- 
Stantial revisions were made in interpre- 
tation of Section 2039(c) dealing with an- 
nuities under qualified plans. In the sec- 
tion on joint interests, material on con- 
templation of death and income from prop- 
erty acquired from decedent was deleted, 
as was reference to disabilities in the 
provisions on powers of appointment and 
matter related to a decedent's obligation 
to support a dependent. The final version 
makes it clear that the irrevocable as- 
Signment of all decedent's interest ina 


| life insurance policy, not in contempla- 


tion of death, will exclude the proceeds 
from his estate. 


An analysis of the Regulations by Prof. 
Charles L. B. Lowndes of Duke University 
will appear in the next issue. 


RECREATION IS A BILLIONAIRE BUSINESS and 
certain to grow as more children are born, 
grow up, live longer and have more leisure 
time, and money to spend on it. To take a 
look at this field for investment, the 
12th Trusts and Estates INVESTMENT SEMINAR 
was held with officials of American Ma- 
chine & Foundry Co., which holds a leading 
Position in manufacture of equipment for 
Bowling, one of the nation's top partici- 
paticn sports. It also produces a wide 
Selection of recreational supplies includ- 
ing uvenile wheel goods, play-balls, 

Skin. diving equipment and home work-shop 
mack nes. For industry, it furnishes many 
vari ties of machinery and supplies and is 
the argest producer of nuclear energy 

Tese: rch reactors. In addition, the com- 
pany continues to make important contri- 
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butions to the national defense program. 
(See p. 612.) 


GIRARD COLLEGE CONTINUES AS A SCHOOL FOR 
WHITE ORPHANS ONLY, as the result of the 
U.S. Supreme Court's refusal on June 30 to 
review the Pennsylvania courts’ action in 
appointing private trustees for the trust 
set up for that purpose in 1831 by the 
will of Stephen Girard, since grown to 
about $100 million. In 1954 the high 
tribunal had ruled that the exclusion of 
Negroes under the will violated the Con- 
Stitution because the College was governed 
by the Board of City Trusts, a public 
agency. Thereupon, the Philadelphia Or- 
phans Court named 13 private trustees to 
administer the fund and was sustained by 
the Pennsylvania Supreme Court last Jan- 
uary. The City has decided not to seek a 
rehearing, so that the U.S. Court's dis- 
missal of the appeal of attorneys repre- 
senting Negro applicants and denial of a 
petition for review finally confirm the 
position of the trustees that it was not 
the question of segregation that was in 
issue but Simply the traditional law of 
wills and charitable trusts. 


WHAT WILL TOMORROW'S PENSIONS BUY? is a 
question that should be a major concern at 
every wage-bargaining table, for increases 
not related to productivity result in ever 
higher costs of living. The pension dollar 
of today is worth only half what it was a 
dozen years ago. The plight of thousands 
of pensioners is illustrated by a study 
of the Association of Retired Teachers, 
Showing some 6,000 in New York City alone 
to be receiving on average less than $1,600 
a year. Pensioners come under dual attack, 
not only from lessening value of the dol- 
lar but also from a lower wage base set 
at the time they were working. Thus every 
wage hike causing price increases progres- 
Sively dilutes the value of the pension- 
er's dollar from the minute he retires. 
Those who obtain such “unearned incre- 
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ments" are thus destroying their own fu- 
ture when they are no longer on a payroll. 


TRUSTEED CORPORATE PENSION FUNDS rose 
$2.7 billion in 1957 to a record total of 
$19.3 billion, after benefit payouts, ac- 
cording to a recent SEC survey. This con- 
tinued the steady growth in assets since 
these studies began in 1951, the 1957 rate 
of 16% being greater than either 1955 or 
1956. (Insured pension plans showed an in- 
crease of $1.6 billion in reserves to some 
$14 billion total, based on figures from 
the Institute of Life Insurance.) About 
37% of total net receipts of trusteed 
funds went into common stocks to the tune 
of about $1 billion, this sector now rep- 
resenting approximately 25% of total book 
value. Corporate bonds form the major in- 
vestment refuge at 54%. (See p. 648.) 


ESTATE TAX CONSEQUENCES OF PENSION and 
profit sharing payments are generally more 
favorable under the new Regulations than 
under their proposed form. (See p. 616.) 


WHAT SUPPORTS THIS STOCK MARKET? is the 
question that has financial men puzzled, 
in view of price-earnings ratios that are 
often two or three times higher than in 
the '51 business decline. Discounting the 
future to the extent of settling for a two 
per cent yield on equity money seems an 
inordinate premium for even the rosiest 
forecasts. Popular expectations seem to be 
partly repeating the fallacy of the New Era 
which played havoc with market prices be- 
fore. It appears that many naive investors 
are also expecting Inflation to auto- 
matically boost prices across the board, 
or are content to discount the present. 
There are, however, some recognizably 
potent forces Supporting this optimistic 
market. In addition to the general in- 
crease in savings, two sources of funds 
open to stock investment have grown to 
major dimensions: pension trusts and mu- 
tual funds. While MIP has not brought a 
huge volume of new money into the stock 
market, it is evidence of the much more 
widespread public interest and education 
in corporate securities.........0n the 
negative side is the Capital Gains tax 
with its very deleterious effects in im- 
peding otherwise desirable sales or 
switches. One result is to make the market 
less mobile, precluding many changes 
otherwise deemed desirable, and thus en- 
couraging the holding of securities cur- 
rently considered less so. The result may 
well be that the "averages" will become 
more and more misleading, as receipts from 
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pension and mutual funds pushing for in- 
vestment raise one segment of the market 
while pessimism may tend to show up pri- 
marily in non-institutional type equities 
eeeee But we Should not discount another 
prospect: lacking the support of capital 
expenditures of recent magnitude, money 
may remain easy over a considerable time 
and accustom the investor to lower yields 
than had been considered "normal." 


PENSIONS FOR SELF EMPLOYED moved step 
nearer realization when House Committee 
tentatively approved bill on July 11 to 
permit deferment of taxes on up to $2,500 
a year set aside in retirement plans. See 
article on this subject at p. 632. 


RADICAL CHANGES — ACTUAL AND COMING — 
in the character of our cities, with move- 
ment of people to the periphery and to 
suburban "centers," call for a new ap- 
praisal of banking and trust accommoda- 
tions and conveniences. States that permit 
branch banking, as a matter of record, 
have employed a larger percentage of conm- 
mercial banking resources for direct lending 
than have the states that prohibit branch 
banking. Trade-area branches are also a 
valuable source of trust new business and 
contact. This alone does not justify un- 
restricted branch banking but does suggest 
that opposition to local or area branch 
banking may not be in the public interest 
and that impartial studies of branch bank- 
ing and bank holding companies should be 
conducted. 

Organized initially on the democratic 
(and politically effective) basis of "one 
bank, one vote" many state bankers asso- 
ciations are dominated by small town 
bankers who outnumber the larger banks and 
provide a "protective association" shelter 
for the small town banker from the compe- 
tition of branch banks. The Illinois law, 
which precludes even Chicago banks from 
having any branches in the city, is a 
prize example of bad economics and public 
inconvenience. 

In the long run, legislative favoritism 
and obstructionist maneuvers by an organ- 
ized and articulate minority, with a self- 
ish interest to protect, will not prevent 
but merely delay banking progress. Chain 
grocery stores are here to stay, though 
they were once legislated out of business 
in many states by politically powerful 
"cracker-barrel" merchants who sought to 
protect their high mark-ups and low turn- 
over against modern merchandising methods. 
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Financial services for 
INDIVIDUALS 

acting as 
FIDUCIARIES 





An individual acting as Executor, Administrator, 
Trustee or Guardian — as well as his Counselor, 
Accountant or Advisor—benefits by our unusually 
experienced services to fiduciaries. 


When a Fiduciary appoints Bankers Trust as Cus- 
todian or Agent, the worry and details of property 
management and the exacting demands of record 
keeping are eliminated. All of these services are 
available, in whole or in part, as may be most helpful. 


Safekeeping of Securities 

Collections of Dividends and Interest 
Handling of Security Sales and Purchases 
Stock Transfers 

Investment Advisory Service 


Maintenance of Complete Estate, Trust 
and Income Tax Records 


Real Estate Management and Mortgage Servicing 
Depositary under Court Order 


For prompt personal attention and full information, 
simply write or telephone our Trust Department. 
We shall be glad to send a printed outline of the 
services we render as agent for individual executors. 


BANKERS TRUST 
COMPANY 


16 Wall Street, New York 15, N. Y. 
REctor 2-8900 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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AMF Headquarters Building in 
New York 


( HANGES IN LIVING PATTERNS AS WELL 
_A as technological advances are recog- 
nized as the breeders of new machines 
and products, but the new machines 
themselves in turn create added demands 
for more or for different equipment. 
Taking advantage of this progression, 
most industrial companies have become 
more diversified in one way or another. 

Some have added new lines or ac- 
quired and adapted facilities to “com- 
plete their line” to serve their basic type 
of industrial or personal consumer. 
Others have extended their basic lines 
to new markets. Many have developed 
both horizontally and vertically. Much 
of the drive for these actions comes 
from realization that many standard 
products of today will go the way of 
favorites of ten years ago that are al- 
ready in the museum, alongside the 
buggy-whip and the spinning wheel. 

Since more people will have more 
leisure time — during the week, the 
year and their later life — and the 
geometric population increase (which 
shows no sign of abating) will act as a 
multiple factor, a look at what indus- 
trial companies are doing to take ad- 
vantage of this condition seems logical. 
More food, clothing and shelter are ob- 
vious needs. Secondary needs, such as 
school and office space, transport facili- 
ties, household goods and appliances 
would naturally follow. 

But what does this new Dimension in 
Time mean? Will it mean more sports 
activities, more cultural pursuits, or 
just more loafing and spectating? The 
devil has always been reputed as able 
to find work for idle hands. Can busi- 


nessmen work to beat the devil? Can 
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they, in league with parents and prac- 
tical educators, encourage health and 
morale-building participation in games 
and sports that develop skill, sportsman- 
ship, craftsmanship, with resultant en- 
joyment of life among young and old? 

The purposeful program of the Soviets 
is showing up serious weaknesses in our 
social, educational and industrial life. 
Which will cost the more: recreational 
facilities or reform schools for juvenile 
delinquents? Better teaching staffs and 
equipment or underdevelopment of our 
promising young for tomorrow’s leader- 
ship? Less work with more pay and 
pension and inflation, or teamwork to 
rebuild a strong national physique and 
economy? Whether we become a softer 
nation of spectators and remittancemen 
or learn the healthful benefits of partici- 
pation and competition will basically 
affect our national as well as our per- 
sonal well-being. 


Fortunately, there are a great variety 
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of ably-managed companies — _ and 
sporting goods shops — that stand to 
benefit themselves as well as the public 
by using their sales know-how to en- 
courage the latter, by publicity, awards, 
technical assistance and even attractive 
financing. 
Acquisitive Diversification 

American Machine & Foundry Con- 
pany may seem like a strange name un- 
der which to look for bowling equip- 
ment, sporting goods, bicycles and tr: 
cycles. But in Bowling, one of the mos 
popular of all “participant” sports with 
some 22,000,000 players, AMF installed 
more than half of all new lanes las 
year and a major share of the auto- 
matic pinspotters. It is the country: 
largest manufacturer of tricycles. which 
now come in a variety of models simu: 
lating racers, fire-engines, even rockel 
ships. 

Actually, the Foundry part of oper 
tions has long ceased to be, since il 
burned in 1902 and was not replaced. 
The company’s origin, at the exact tum 
of the century, was as a supplier o 
machinery to the tobacco industry, t? 
which equipment for the baking bus: 
ness was added after World War |. 
and subsequently, stitching machines fo! 
the garment trade. 

To illustrate the change and broader 
ing of operations since 1946, Mr. Bur 
gess pointed out that these products nov 
constitute only 10% of sales volume. 
Acquisitions of other companies 71d ¢* 
tension of products to more markets, 
and particularly the invention of the 
Automatic Pinspotter and develo met! 
of a complete line of bowling all: y and 
player equipment, have resulted in a dr 
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matic increase in overall company sales 
and rentals from $17 million in 1946 
to $262 million in °57 of which 20% 
comes from Bowling products. 

With a variety of products which of- 
ten appear unrelated in production tech- 
niques or markets, a chronological re- 
view of developments since the company 
started its diversification program iwen- 
ty-three years ago may best give the 


picture. It thus becomes evident that a 
major concentration of interest is in ihe 
sports and recreation field, to take ad- 
vantage of the increase in leisure time. 


Chronological Highlights 


For twenty-four years after its ori- 
ginal plant — a local foundry at Han- 
over, Pa. — burned down, AMF con- 
centrated on machinery for the Tobacco 





RECREATIONAL ACTIVITIES SERVED BY AMF 





Bowling — a sport for all ages of both sexes, as well as an 
all-year recreation. 






athletic equipment. 


adult pedalers. 
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Voit division is world’s largest producer of rubber covered 


Wheeled goods in wide array serve playing toddlers and 


companies, starting 
with the first high- 
speed cigarette roller 
and packer that en- 
abled them to become 
one of the first auto- 
mated industries. De- 
sign and construction 
of complete equipment 
for making cigarettes 
and cigars has brought 
AMF to its position as 
world-wide leader in 
this field, equipping 
nine out of ten domes- 
tic producers and some 
ninety firms around 
the world, served by 
offices in London, Tok- 


yo, Rome, Geneva and 


Sao Paulo. 
To meet new de- 
mands for  hard-box 


and slide-top packag- 
ing, in addition to the 
conventional soft-pack, 
the standard packer 
has been adapted and 
an attachment devel- 
oped to make the box 
package. An attach- 
ment has also been de- 
vised for the cigarette 
maker for filter-tips 
which has brought un- 
expectedly large sales. 
The increased 
sumption of tobacco, 
furthered by increased 
population and new 
world markets, prom- 
ises an assured outlet 
for the variety of ma- 
chines needed, such as 
leaf-separators, blend- 
ing conveyors, thresh- 
ers and stemmers, and 
regulators, as well as 
for packing. 


While this field is a 
good, stable income 
producer it is not a 
large “growth” one as 
modern equipment 
lends itself to high pro- 


con- 


ductivity and continuous use, with one 
machine (cigar-making) now in its 40th 
year of operation. The domestic and 
foreign markets are shared with an Eng. 
lish firm whose competition in the for- 
eign market will be more actively chal- 
lenged by the company’s newly acquired 
Italian subsidiary “S.A.S.1.B.” This af. 
filiate, which also manufactures elec. 
tronic railway signalling equipment and 
ticket printing and dispensing machines, 
had previously been manufacturing 
AMF tobacco machines under license. 

New products include the “Micro. 
flake” process for recovering lost to- 
bacco for cigarette fillers and cigar bind. 
ers, non-radioactive control gauges, Tos. 
cani tapered-cigar maker and automatic 
feeds developed by International Cigar 
Machinery Co. These have — along with 
the filter-tip attachments and _ varied 
packaging adaptations — contributed to 
increased income from this Division, 
though with the extension of company 
activities its revenue of $15 million (in- 
cluding $4.1 million from cigar-machine 
rentals) is just over 5% of total com- 
pany sales. 


Serving the Baking Industry 


The first product-line diversification 
occurred in 1925 with introduction of 
a bread-wrapping machine from which 
has originated a series that holds a lead- 
ing place in the industry, with 75 of the 
new standard model wrappers shipped 
last year. In addition to acquisition of 
Union Machinery Co. (1949), there have 
been added dough and 
slicers, automatic roll-makers, and. of 
all things, a pretzel-tying machine (on 
lease basis) that eliminates the slower 
and more costly hand operation here: 
tofore required. 


cake-mixers. 


An advertising campaign to persuade 
more bakeries to enter the roll and bun 
business has spurred sales of this new 
equipment and the company is con: 
stantly studying automation possibilities 
in other parts of the industry to round 
out a line which includes pan: 
feeders, moulders, panners and proofers. 


also 


This division continues to be a stable 
and profitable source of income, but as 
the machines are again high-volume pro- 
ducers and long-lasting, it is from the 
new process developments — plus new 
population centers — that any substan- 
tial growth of sales is possible, from the 
$9 million posted in °57. A continuous 
bread-making process is one possibility. 
now being tested. With the popularity — 
as well as health and flavor protection 
qualities — of transparent food wrap- 
ping so universal, it would seem to offer 
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a big field, but varieties in size and shape 
largely preclude sufficient market volume 
to make standardized equipment a profit- 
able item. 


Stitching Machines and Saws 


The next venture (1936) into another 
territory was to market a stitching ma- 
chine for neckties, from which derived 
decorative-stitching applications to cloth- 
ing for men, women and children, in- 
cluding gloves, shoes and sportswear. 
As the process simulates hand work, 
fashion designers have endorsed the re- 
sults and as much production time is 
saved more manufacturers are turning 
to the automatic method. 


Two years later a novel vacuum ma- 
chine was discovered which the company 
saw as the basis for mechanizing the 
growing sport of bowling, but World 
War II and consequent defense activi- 
ties disrupted experimentation in this 
field and it was not until 1951 that ihe 
AMF Automatic Pinspotter was perfect- 
ed for market. 

Meantime (1949) the company ac- 
quired DeWalt, Inc. with its line of 
radial arm saws and accessories used 
principally in the lumber, furniture and 
cabinet-making industries, and charac- 
terized by unusual safety features, visi- 
bility, accuracy and versatility. This Di- 
vision has expanded on the basic prod- 
uct by introduction (in 1952) of the 1 
HP all-purpose “Power Shop” models 
which outmode single-purpose machines. 
This product dominates the home “do-it- 
yourself” workshop as well as the small- 
er wood-working and expanding non- 
ferrous metal markets. 

Already an important factor in the 
company’s operations, it stands io bene- 
fit from the growing leisure-hobby mar- 
ket and from improved school equip- 
ment programs. It was also mentioned 
that many people on pension or fixed 
income might find these tools helpful 
in getting home jobs done at consider- 
able savings as wage costs and inflation 
take their toll. 

The company’s Tool Division has two 
main product lines of Wahlstrom chucks 
and tapping attachments and Float-Lock 
safety vises. These products are de- 
signed to increase efficiency in drill 
press operations and are distributed 
through authorized dealer outlets. 


Defense and Atomic Products 


War needs launched the company into 
a varied assortment of mechanical and 
products which naturally 
adajted to precision-type workmanship 
required in machine manufacturing and 


elect: onic 
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also served as impetus to extend re- 
search and iest facilities. While con- 
solidating some operations, the com- 
pany has purposely developed business 


and facilities in lines that promised long- 

continuing needs, especially where they 

were also adaptable to peace-time usage 
(Continued on page 644) 





INDUSTRIAL APPLICATIONS OF AMF EQUIPMENT 
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The AMF hard-box cigarette packer turns out 120-135 packs per minute, with maximum 
efficiency in cost and time. 
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The Beaird Division offers, among other oil and gas equipment, packaged compressor 
plants for field service. 


Union Machinery Co. Division makes a wide selection of bakery equipment, in addition 





to this bun proofer, moulder and automatic panner. 
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How Estate Tax Regulations Affect Estate Planning for 


PENSION AND PROFIT SHARING INTERESTS 


A. S. MOSES, JR. 


Assistant Counsel, Connecticut General Life Insurance Company, Hartford 


ITH THE GREAT INCREASE IN THE 
WY vesbes of qualified pension and 
profit sharing plans imthe last few years, 
there has been a corresponding in- 
crease in the number of estates in which 
one very important item is the interest 
of the client in such a plan. Such an 
interest may run well into six figures. 
Advance planning and proper integra- 
tion into the overall estate plan are of 
obvious importance. 


An interest under a qualified pension 
or profit sharing plan differs from other 
property principally in its tax charac- 
teristics and in the fact that it is not 
available during the working years for 
current needs such as housing and edu- 
cation. It is unexcelled, however, as a 
means of accumulating a fund for re- 
tirement and often it is excellent for 
providing protection on death or dis- 
ability. By filling these important needs, 
it may indirectly release other funds 
for current needs. 


The guaranteed aspect of a plan may 
vary from an insurance company funded 
pension plan on the one hand to a 
profit sharing plan investing largely in 
common stocks on the other. Amounts 
already invested under any plan may 
generally be considered secure. How- 
ever, a projection of the value of an 
interest under the plan in the future de- 
pends on the ability of the employer to 
continue its contributions. The stability 
and soundness of the -employer are 
therefore very much in the picture. 


When the amounts that can reason- 
ably be anticipated as available for 
estate planning needs have been deter- 
mined, an interest under a qualified 
plan may be treated much like other 
property, bearing in mind»the special 
purposes for which it is best adapted. 
However, in using such an interest to 
best advantage, two important tax dif- 

This article is an expansion of an address before 
the Baltimore Estate Planning Council, April 7, 


1958, and has been updated to reflect the final 
Estate Tax Regulations filed on June 23. 
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ferences from other property should be 
borne in mind: 

First: This property contains deferred 
taxable income. It has been accumu- 
lated without tax to the employee at 
least in part out of amounts contributed 
and deducted by the employer. The in- 
come tax eventually must be paid by 
the employee himself or by his benefi- 
ciaries following his death.’ The only 
exceptions to this rule are these: if 
there is life insurance, a portion of the 
death benefit will not be taxable in- 
come,” if the employee has contributed, 
he can get his own contributions back 
tax free.* 

Second: This property has certain 
federal estate tax characteristics more 
favorable than those of any other form 
of property which comes to mind.* 

Estate planning should be governed 
by the specific objectives to be met, and 
tax considerations are secondary. How- 
ever, where we discuss estate planning 
in the abstract, we do not have specific 
objectives nor have we knowledge of 
the human elements which are so im- 
portant in every case. Our discussion 
must, therefore, relate largely to taxes. 

In estate planning, for the owner of 
an interest under a qualified pension or 
profit sharing plan, our tax objectives 
with respect to that interest should be 
two-fold: 

First: We should try to minimize the 
impact and the amount of the deferred 
income tax. We should use the property 
in such a way that either a) the long 
term capital gains treatment® and the 
$5,000 employees’ death benefits exclu- 
sion® will be available, or b) the pay- 
ments will be spread in installments 
with the tax spread out accordingly. By 
all means we should avoid receipt of 


See generally Code Sec. 402(a) 
Reg. Sec. 1.402(a) and 1.403(a). 

*Reg. Sec. 1.402 (a)-1(a) (4) (ii) (b). 

Code Sec. 402(a) (1) and 72. See also Reg. Sec. 
1.402 (a)-1(a) (3). 

*Code Sec. 2039(c). 

5Code Sec. 402(a) (2) and 403(a) (2). 

®8Code Sec. 101(b). 


and 403(a); 


ordinary income in a _ single 
amount in any year and particularly in 
an unfavorable year. 

Second: We should try to realize the 
special estate tax advantages if there is 


a choice of avenues one of which will 


la rge 


permit us to do so. 
Basic Tax Principles 

There are several important federal" 
tax principles to bear in mind: 

(1) Amounts paid from a qualified 
plan by reason of separation from the 
service of the employer (including 
death) or by reason of death after 
separation from the service of the em: 
ployer. if paid within one taxable year 
of the payee, are treated as a long term 
capital gain.‘ The exception is a life 
insurance death benefit which to the 
extent it is considered life 
will be income tax free.* Any amount 
paid by reason of the termination of @ 
plan rather than termination of employ: 
ment will be taxed as ordinary income. 

For example, an employee leaves and 
takes his entire benefit at once. He has 
long term capital gain. Another em- 
ployee dies before retirement and _ the 
death benefit is paid in a lump sum 
The beneficiary receives long term capi: 
tal gain. A third employee retires on ¢ 
life income 10 years certain and die: 
one year later. The commuted value of 
the remaining 9 years certain is paid in 
a lump sum. The beneficiary has long 
term capital gain. 

(2) Payments of death benefits which 
qualify for capital gains treatment alse 
qualify for the $5,000 employees’ death 
benefits exclusion provided under Sec: 
tion 101 (b) of the Code, whether 
forfeitable or non-forfeitable.’° If the 
payments are made in installments. 4 


insurance 


‘The possible effect of state taxes must «0 be 
considered. 

7Code Sec. 402(a) (2) and 403(a) (2). 

‘Reg. Sec. 1.402(a)-1(a) (4) (ii) (b). 

®Glinske, 17 T.C. 562 (1951). The rule has | 
liberalized in certain situations involving cor) 
liquidations and reorganizations by a recent 
of Revenue Rulings 58-94 through 58-98. 

10Code Sec. 101(b) (2) (B). 
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te-i of forfeitability must be met for the 
exclusion to apply." 

(3) Amounts deemed “constructively 
received” and hence taxable in one tax- 
abie year of the taxpayer by reason of 
his separation from the service of the 
employer or by reason of death after 
separation from the service of the em- 
ployer qualify for capital gains ireat- 
ment’? and apparently for the $5,000 
employees’ death benefits exclusion as 
well even though non-forfeitable.’* This 
is true even though the benefit is sub- 
sequently paid in installments. In that 
case the amount constructively received 
may be used as the cost basis in cal- 
culating an exclusion ratio on the in- 
stallments.1*# 

For example, John Rogers was cov- 
ered by the qualified pension plan and 
trust of the Snow Machine Co. Since 
he was uninsurable his interest in the 
plan did not include life insurance but 
was funded by an annuity contract. 
John had contributed one-fifth of the 
cost of his interest under the plan, or 
$2,000. His employer had contributed 
four-fifths, or $8,000. John’s interest 
was fully vested at the time of his 
death. On his death Mrs. Rogers be- 
came entitled to a death benefit of 
$15,000 from which she would like an 
income rather than a lump sum pay- 
ment. She has three alternatives: 


(a) She could take an immediate cash 
payment of the entire amount, 
but since she wants an income 
this would not provide a satis- 
factory solution. If, however, she 
did take cash she would be en- 
titled to the capital gains treat- 
ment!4+ and the payment would 
qualify for the $5,000 employees’ 
death benefits exclusion.15 Of 
course, she would recover tax 
free the $2,000 contributed by 
her husband.16 


"Code See. 101 (b) (2) (B). 

"Reg. Sec. 1.402(a)-1(a) (6) (i). 
“Reg. Sec. 1.402 (a)-1(a) (6) (i). 
MAReg. Sec. 1.72-8(c). 

“Code Sec. 402 (a) (2). 

ode See. 101(b) (2) (B). 

"Code Sec. 402(a) (1) and 72. 
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(b) She could elect within 60 days to 
have payment made in accordance 
with one of the optional methods 
of settlement provided in the an- 
nuity contract.17 She would like 
such payments but since John 
contributed only a fraction of the 
cost, she realizes the greater part 
of the payments would be taxable 
income as received.!§ 

(c) Mrs. Rogers could elect an in- 
come after 60 days. Because she 
would not have elected the income 
within 60 days, she would be con- 
sidered to have constructively re- 
received the $15,000 and the im- 
mediate tax result would be the 
same as though she had received 
an immediate cash payment.!® 
Thus John’s $2,000 contributions 
would be excluded from income 
and, if he had no other employee 
death benefits, an additional 
$5,000 as well, The remaining 
$8,000 would be treated as a long 
term capital gain. Furthermore, 
Mrs. Rogers would be entitled to 
exclude from taxable income a 
substantial portion of each in- 
stallment payment she received. 
It would appear that the entire 
$15,000 could be used as her cost 
basis in determining an exclusion 
ratio in accordance with the usual 
annuity rules.?° 


(4) To the extent the death benefit 
under a qualified plan is proportionate 
to the employer’s contributions, it is free 
of federal estate tax if it is payable to 
named beneficiaries and not to the 
estate. As a result, in a non-contributory 
plan the entire death benefit would pass 
free of estate tax. However, if the plan 
is contributory, then the portion of the 
death benefit proportionate to the em- 
ployee’s contributions is subject to the 
federal estate tax.7! 

To illustrate, again consider the case 
of John Rogers. His $15,000 death bene- 
fit toward which his contribution was 
$2.000 (one-fifth of the total cost) was 
payable to Mrs. Rogers and not to the 
estate. As a result, there would be in- 
cludable in his estate only $3,000, or 
one-fifth of the total death benefit. 

Incidentally, the same _ principles 
would apply had the death benefit been 
payable under a group annuity rather 
than an individual annuity contract.?* 

17There would be no constructive receipt of the 
$15,000. Code See. 72(h). 

ISIf Mrs. Rogers received more than $2,000 in the 
first three years, the three-year recovery rule would 
apply. Code Sec. 72(d). 

18Code Sec. 72(h). 

20See Reg. 1.72-4 through 10 for calculation of 
an exclusion ratio. 

21Code Sec. 2039(c). 

22Or, for that matter, if the death benefit had no 
relation at all to insurance company contracts. Sec- 
tion 2039(c) excludes from the gross estate ‘“‘the 
value of an annuity or other payment” receivable 
by a named beneficiary other than the estate under 
a qualified trust or plan. Under the final estate 
tax regulations published June 24, 1958, the term 
“other payment’ also includes a life insurance 


death benefit under a qualified plan. Reg. Sec. 20, 
2039-2(b), Example 3. 
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The typical group annuity death benefit 
is an amount equal to a return of em- 
ployee contributions plus interest. There 
is a danger in such instances of think- 
ing of the “proportionate” rule as an 
“attributable to” rule and concluding 
that since the entire death benefit is 
“attributable to” the employee’s contri- 
butions, it should all be included in his 
estate. This is not correct. The propor- 
tionate rule should be applied. 

It is important to note particularly 
that the special estate tax benefit is avail- 
able only where payment is due a 
named beneficiary other than the estate. 
Thus the benefit could be lost need- 
lessly through failure to name contin- 
gent beneficiaries. 


Where Insurance Exists 


(5) If a plan includes life insurance, 
the death benefits payable under the 
plan will be accorded somewhat differ- 
ent treatment under the income tax law. 
Life insurance proceeds paid in a lump 
sum by reason of the death of the in- 
sured are free of federal income tax.”* 
However, the application of this rule is 
different in the case of a policy pur- 
chased under a qualified pension or 
profit sharing plan than in the case of an 
individually purchased policy. In the 
former an amount equal to the cash 
value at the time of death is considered 
not as life insurance but as an amount 
put aside against eventual payment of 
the retirement benefit. Thus only the 
amount by which the death benefit ex- 
ceeds the cash value at the time of death 
is free of income tax.** 

Under the final estate tax regulations 
published June 24, 1958, a life insur- 
ance death benefit under a qualified plan 
is treated in the same manner as ihe 
death benefit under an annuity contract 
purchased by such a plan.** Thus ihe 








Code Sec. 101 (a). 
*tReg. Sec. 1.402(a)-1(a) (4) (ii) (b). 
Reg. Sec. 20.2039-2(b), Example 3. 


term ‘other payment’ used in Section 
2039 (c) of the Code has now been in- 
lerpreted as including a life insurance 
death benefit. This represents a reversal 
of the position taken in the proposed 
regulations,”° and seems far more equi- 
table than the earlier position. 


To illustrate: George Richards is an- 
other employee covered under the Snow 
Machine Co. pension plan and trust but 
since he is insurable his interest is 
funded with a life insurance policy of 
the type commonly referred to as an 
insurance income policy. A typical pol- 
icy of this type will provide an income 
at maturity of $10 per month for each 
$1,000 of face amount with 120 monthly 
payments guaranteed. The death benefit 
prior to maturity is the face amount of 
the policy or the cash value if greater. 
In later policy years the cash value ex- 
ceeds the face amount by a substantial 
figure. 

George’s pension will be $300 a 
month. The policy on his life is there- 
fore $30,000, and it is payable to a 
named beneficiary other than his estate. 
George has contributed $4,000 in premi- 
ums to date, the employer’s contribu- 
tion being $16,000. The cash value is 
$21,900. 

If George died now, his beneficiary’s 
taxable income would be computed as 
follows: $21,000 of cash value less 
$4,000 of contributions leaves $17,000 
taxable. If the entire benefit were re- 
ceived in one taxable year, it would 
qualify for the $5,000 employees’ death 
benefits exclusion, and the balance would 
be taxed as long term capital gains.** 
The death benefit still exceeds the cash 
value by $9,000 ($30,000 death benefit 
minus $21,000 cash value), and this 
$9,000 would escape income tax com- 





*6Proposed Reg. Sec. 20.2039-1(d) and 20.2039-2 
(a). 


27See items (1) and (2) of the Basic Tax Princi- 
ples. 
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pletely as the proceeds of life insur- 
ance.”8 

The estate tax picture would be simi- 
lar to that shown in our earlier example 
involving participant John Rogers whose 
death benefit was payable under an an- 
nuity contract.?® Since George has con- 
tributed one-fifth of the entire cost of 
his benefit, only one-fifth of the entire 
$30,000 death benefit, or $6,000, would 


be subject to federal estate tax. 


Where Fund is in Employer’s 


Stock 


(6) One tax principle of less common 
application should be mentioned here. 
Under some profit sharing plans, a por- 
tion of the fund may be invested in 
securities of the employer corporation. 
You are planning the estate of a client 
whose employer has such a plan. The 
securities are now worth substantially 
more than at the time of their purchase 
by the trust. Generally speaking, if at 
all possible, your client should request 
that at retirement or on death the dis- 
tribution of his share be made in kind. 
In other words, your client or his bene- 
ficiary should receive as large a portion 
of the distribution as possible in se- 
curities of the employer rather than in 
cash, with these favorable tax results: 

First, if the employee’s entire share 
is distributed within one taxable year, 
the amount considered taxable will be 
treated as a long term capital gain.*” 
Second, if this is a death benefit, the 
$5,000 employees’ death benefits ex- 
clusion will apply.*! Third, the value of 
the distribution will be measured on the 
average value of the securities at the 
time of their purchase by the trust and 
not at the time of their distribution.*” 

Of course, if the client receives securi- 
ties in this manner and is taxed only on 
their value at the time they were pur- 
chased by the trust, his basis in event 
of future sale will be correspondingly 
low.?* However, it may be feasible to 
plan his estate so as to hold these par- 
ticular securities until! his death. The 
securities would then be includable in 
the client’s estate for the federal estate 
tax on his subsequent death and would 
therefore receive a new basis at his 
death for income tax purposes.** There- 

*8Reg. Sec. 1.402(a)-1(a) (4) (ii) (b). 

Rez. Sec. 20.2039-2(b), Example 3. 

%0Code Sec. 402(a) (2). ; 

31Code Sec. 101(b). If payment is not made In 
one taxable year of the payee a test of forfeitabil- 
ity must be met. 

82Code Sec. 402(a) (2); Reg. Sec. 1.402(a)-1(b) 
(2) (ii). 

33In event of future sale the appreciation not 
previously taken into account will be treated as 
long term capital gain. Reg. Sec. 1.402(a)-1(b) (1) 
(i). Of course, such future sales could be so spaced 


as to achieve the optimum tax result. 
%4Code Sec. 1014(b) (9). 
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after they could be held by the estate 
or beneficiaries without taxable gain 
except to any extent they had further 
appreciated in value following the 
client’s death.*° 


Relationship to Marital Deduction 


How should the qualified pension or 
profit sharing interest be handled in 
connection with the marital deduction 
and to avoid unnecessary taxes in the 
second estate? Under Section 2039 (c) 
of the Code the interest will be free of 
federal estate tax in the employee’s es- 
tate except to the extent the plan is 
contributory. Once received by the 
beneficiary, however, it is like any other 
property and would of course form part 
of her estate on her subsequent death. 

Logically it seems the place for this 
asset is in the non-marital portion of the 
estate. To the extent the interest is ex- 
cludable for federal estate tax, it would 
not qualify for the marital deduction in 
the employee’s estate in any event,*® 
and it of course does not increase the 
size of his taxable estate. The estate tax 
in the second estate can be avoided by 
the familiar non-marital trust device. 

It would seem the most desirable 
means of transmitting the interest would 
be through establishment of a living 
trust and designation of that trust as 
beneficiary. Fortunately nearly all plans 
permit designation of a_ beneficiary 
either directly or through a trustee, and 
this favorable solution is readily avail- 
able. Any solution involving payment 
through the deceased employee’s estate 
should be avoided since the favorable 
estate tax treatment in the employee’s 
estate would be lost. 

The foregoing comments by no means 
exhaust the broad subject of estate plan- 
ning with respect to an interest under a 
qualified pension or profit sharing plan. 
It is clear, however, that such an in- 
terest constitutes a valuable property 
right. It has certain unique tax charac- 
teristics and, like other special forms of 
property, it is best adapted for certain 
uses. Bearing these uses and character- 
istics in mind, the estate planner will 
find such property a valuable tool in the 
development of a comprehensive estate 
plan for its owner. 


*Presumably the result would be different in the 
case of securities received by a beneficiary as part 
of a death benefit payable on the employee’s death. 
One of the requirements in order that a new ir- 
come tax basis be acquired under Section 1014 ({b) 
(9) is that the property in question be includable 
mM valuing the decedent’s estate for the federal «s- 
tate ax. It would seem, therefore, that securitics 
distributed at an employee’s death would acquire 
anew basis only to the extent the distribution was 
Melucable in the employee’s estate under Svction 
2089(«) of the Code. 

Code Sec. 2056 (a). 
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Red Carpet treatment 
...for your Client’s small trust! 


Now—with a new service from Bank of America — 
for funds starting as low as $5,000 your client can 
establish a Small Trust for his wife, for the education of 
his children, parents, friends or for his favorite charity. 


Under this new arrangement a Small Trust will 
receive all the specialized service and benefits previously 
restricted by operational costs to much larger trusts. 

As one of its several investment services, Bank of 
America operates a Common Trust Fund. This enables 
a Small Trust to secure broad diversification in invest- 
ments and more stability of income —advantages not 
usually available for trusts of limited size. Investment 
in this Common Trust Fund may be made if a Small 
Trust is created and used for true trust purposes. 

Learn what an invaluable part a Small Trust can 
play in the management and disposition of your client’s 
over-all estate! Our Trust Officers will be happy to 
furnish you with complete information. 


Bank of America 


NATIONAL TRUST & SAVINGS ASSOCIATION * MEMBER F.D.1I.C. 
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Oil and Gas Interests 


AVOIDING ESTATE PROBLEMS BY ADEQUATE DRAFTING 


ALBERT D. EARLY and LANIEL N. KIRKPATRICK 
Milbank, Tweed, Hope & Hadley, New York City 


HE UNABRIDGED TITLE OF THIS PAPER 
7 is “Oil and Gas Interests in Estates 
Can Be a Headache and Generally Are 
Unless Adequately Dealt With by the 
Decedent in His Will.” 

Those engaged in the oil and gas 
business, and their counsel, have been 
prolific and ingenious in creating in- 
terests in oil and gas in place, its pro- 
duction and the sale thereof. This may 
be illustrated by example: 

(I) A, the owner in fee of Blackacre, 
grants to B and his heirs all of the min- 
erals, including hydrocarbons, which 
now are or which may thereafter be 
found therein. B now owns a mineral 
interest and A has severed all his in- 
terest in the minerals. Such interest car- 
ries with it the right of ingress and 
egress upon Blackacre to explore for oil 
and gas by means of geological and 
geophysical operations, and by drilling; 
to execute an oil and gas lease; and to 
receive such bonus, delay rentals and 
royalties as are agreed upon in connec- 
tion with execution of a lease. A might 
have retained the mineral interest by a 
conveyance of Blackacre “excepting” the 
minerals or by a “reservation” of the 
minerals. Moreover, the power to exe- 
cute a lease may be separated from the 
right to receive royalty. 

(II) B executes an oil and gas lease 
to C, who pays B a $10,000 bonus — a 
non-recurring payment for execution of 
the lease. B reserves a royalty interest of 
VQ of the oil and gas which may be pro- 
duced from the property by the lessee, 
payable in cash or in kind. The lease is 
to continue for five years, known as the 
primary term, and so long thereafter as 
oil, gas or other hydrocarbons are pro- 
duced in paying quantities. Unless a well 
is commenced during the first year of 
the primary term the lease provides that 
a delay rental of $1 per acre must be 
paid in order to extend the date of its 
commencement for another year and so 
on throughout the primary term. 

(III) C assigns the lease to D for 
$10,000, reserving and retaining an 


Based on an address before Banking Section, 
New York State Bar Association. 
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overriding royalty of ;'gth of 8/8ths of 
the oil and gas which may be produced 
by the assignee. D now has C’s rights 
under the lease and must drill or pay 
the delay rental and, in the event of 
production, pay B his ‘th royalty. 
Hence D’s interest in the full production 
is +3ths thereof, but D is the owner of 
the leasehold interest and C now mere- 
ly owns an overriding royalty interest. 

(IV) D assigns an undivided one-half 
interest in the lease to E for $5,000 and 
on the further consideration that E drill 
a test well and complete and equip same 
if a producer. The assigned interest is 
expressly subjected to liability for pay- 
ment of a proportionate part of all out- 
standing royalties, including overrides. 
E is obliged to bear the entire cost of 
the well and producing the hydrocarbons 
but is entitled to all income from lease- 
hold production excepting that which 
accrues to royalty and overriding royal- 
ty owners until the full cost of the well 
and its operation has been equalled 
whereupon D will thereafter receive his 
share of production and will bear his 
share of the cost of operating the well. 
E has become the owner of an undivided 
one-half interest in the lease. D has the 
remaining one-half interest carried 
through the test well. E is the carrying 
party as to D’s carried interest. The car- 
ry may continue through any stage of 
development, as may be agreed upon 
by the parties, or even throughout the 
productive life of the property. In the 
latter case the interest may be referred 
to as a perpetual carried interest or as a 
net profits interest. 

(V) E engages F to drill the test well 
in consideration of $20,000 and the 
transfer and assignment to F of one- 
fourth of the oil, gas and other hydro- 
carbons produced and sold from the 
property free and clear of all produc- 
tion, severance or ad valorem taxes and 
costs of production, until F has received 
$30,000. F has obtained a production 
payment which automatically terminates 
upon his receipt of $30,000 from the 
sale of production allocated to its dis- 
charge. E’s interest in the oil and gas 


produced is reduced to the extent of 
that committed for the satisfaction of the 
production payment except that the rea- 
sonable value of the production pay- 
ment to F would enter into the determ.- 
ination of the amount E is entitled to 
recoup as the carrying party under ex. 
ample (IV). 

The decedent may have become the 
owner of all or a fraction of any of these 
property interests either as a party to 
one of the transactions illustrated or as 
a subsequent purchaser, assignee or 
transferee.! 


Operating or Non-Operating 


It is important to recognize that the 
numerous types of property interests en- 
countered in the ownership of oil and 
gas are generally divisible between op- 
erating and _ non-operating interests, 
sometimes called working and free in- 
terests. Operating interests are those 
which are charged with the cost of drill- 
ing, equipping, and operating the wells. 
Included within this category are un- 
leased mineral interests, leaseholds and 
carried interests in the case of the carry- 
ing party. All other interests are non- 
operating; that is, the owner thereof is 
entitled to receive a specified portion of 
the oil and gas produced from the prop- 
erty or the proceeds of the sale thereof. 
but has no personal liability for any of 
the costs or expenses incurred in devel- 
opment of productive capacity or in lift- 
ing the hydrocarbons to the surface. 
Royalties, overriding royalties, carried 
interests in the case of the carried party 
for the duration of the carry, net profits 
interests and production payments are s0 
classified. 

Where operating interests are con- 
cerned, it is probable that the decedent 
has associated himself with others in an 
unincorporated organization of some 
kind for the exploration and develop: 
ment of jointly owned property. It is im- 
portant for the fiduciary to ascertain 


1For a detailed treatment of the legal relations 
arising in connection with the enumerated ‘rans- 
actions, see II American Law of Property, Patt 
10 (1952); Sullivan, Handbook of Oil and Ga» Law 
(1955); and Summers, The Law of Oil and |°73. 
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the nature of any such organization and 
the rights and obligations which the de- 
cedent has as a result thereof. A decedent 
may have agreed to participate in the 
drilling of one or more wells under a 
farmout agreement by which he will be- 
come entitled to receive an undivided 
interest in the subject oil and gas lease 
upon payment for a proportionate part 
of drilling costs. He may have committed 
himself to make periodic payments to 
the promoter of a group enterprise to 
acquire oil and gas leases and explore 
for reserves. He may be the owner of 
interests in producing leases which have 
been committed to joint operations un- 
der an operating agreement the cove- 
nants of which run with the land. His 
interest may have been contributed to a 
partnership or he may be a member of a 
joint venture which is treated as a part- 
nership under the Internal Revenue 


Code. 
Continuing Obligation 


Since the exploration for oil and gas 
and the development of working interests 
in same is so costly, it is not improbable 
that any monetary obligations which de- 
cedent may have undertaken in this di- 
rection are sizable. Contractual monetary 
obligations survive death. They may be- 
come a claim against the estate. The de- 
cedent’s contracts for future perform- 
ance are binding upon his representa- 
tives.” 

However the representative may be 
confronted with the choice whether to 
perform, thereby incurring personal lia- 
bility for such items as labor and ma- 
terials for which allowance would be 
sought upon an accounting, or to repu- 
diate the contract, thereby incurring lia- 
bility, in his official capacity, for the 
breach. In such a situation the represen- 
tative is likely to lose whichever way he 
turns. So instructions from the court 
should be sought, or, as an alternative 
consent of interested persons to the pro- 
posed course of action should be se- 
cured. 

This problem is particularly acute 
when the future performance consists of 
drilling a well. No case precisely in 
point has been found, but it is believed 
that this is somewhat analogous to cases 
dealing with the obligation under de- 
cedent’s contract to build a building 
or other structure. The prevailing view 
is that such contractual obligations sur- 
vive.® 


2Austin Baldwin & Co. v. Kohler, 94 Misc. 142, 
158 N.Y.S. 278 (1916), contract of decedent with 
plaintiff, whereby plaintiff was to manage dece- 
dent‘s export business for one year, held binding 
upon decedent’s representative. 

8Chamberlain v. Dunlop, 126 N.Y. 45, 22 Am. St. 


Rep. 807, 26 N.E. 966 (1891); MacDonald v. 
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Furthermore, even absent agreements 
relating to the exploration, development 
and operation of oil and gas properties, 
financial burdens may arise solely by 
virtue of the continued ownership of an 
oil and gas lease. The courts generally 
have applied the rules applicable to the 
relation of landlord and tenant when 
faced with matters such as the payment 
of delay rentals or the running of the 
covenants for drilling, development, pro- 
duction and the payment of royalties. 
Thus the option of the lessee to drill, or 
to pay rentals for the privilege of defer- 
ring drilling during the primary term of 
the lease, or to surrender or to suffer for- 
feiture or termination of his interest, and 
thus possibly to become liable to respond 
in damages for failure to take any action, 
survives lessee’s death. Hence, there is 
presented the question whether the les- 
see’s representative may, should or must 
incur these expenses under his duty to 
preserve the estate, in view of his ex- 
posure to personal liability for going 
forward and the similar risks which he 
runs if he permits a forfeiture of the 
property to occur or an action for dam- 
ages to accrue. 


Is It a Business? 


Absent statutory authority, the repre- 
sentative cannot continue the business 
of the decedent unless he receives un- 
equivocal authority to do so under the 
will or unless all interested parties (who 
for this purpose must be sui juris) con- 
sent. Many states have enacted statutes 
which provide for continuation of the 
business with court consent under cer- 
tain circumstances. Even where the busi- 
ness is required to be liquidated, the 
representative may be under a duty to 
preserve the going concern value of the 
business by temporary operation. 


Under what circumstances does own- 
ership, exploration, development and op- 
eration of oil and gas properties consti- 
tute a business to be promptly liqui- 
dated pursuant to this principle of law? 
For Federal tax purposes a producing 
lease at least would classify as real prop- 
erty used in a trade or business and 
hence would have the benefits of Section 
1231 of the code in the event of its sale 
or exchange. Consistently, the operation 
of oil and gas properties is deemed to 
constitute a trade or business for pur- 
poses of the limitations on losses as 
provided in Section 270. 

O’Shea, 58 Wash. 169, 108 P. 436, Ann. Cas. 1912 
A 417 (1910), contract contained express provis- 
ion binding heirs, executors, etc.; Massey v. Doke, 
123 Ark. 211, 185 S.W. 271 (1916); In re Burke’s 
Estate, 198 Cal. 163, 244 P. 340, 44 A.L.R. 1341 
(1926); In re Stormer’s Estate, 385 Pa. 382, 123 


A. 2d 627 (1956), contract non-assignable except 
with consent of Shippensburg Borough Authority. 


On the other hand, under the Securi- 
ties Act of 1933 a fractional undivided 
interest in oil, gas or other mineral 
rights falls within the ambit of a “secur- 
ity.” The owners of such fractional in- 
terests who place the exclusive manage- 
ment, supervision, development and op.- 
eration thereof in the hands of an ex. 
perienced company or individual are 
usually referred to as non-operators, 
But where the joint owners enter into an 
agreement containing terms such as to 
cause the co-owners to be viewed as 
joint operators, the arrangement may 
classify under the law of situs as a min- 
ing partnership. 


It is believed that the distinction be. 
tween a business and an_ investment 
should be whether the particular proper- 
ty requires additional and substantial 
sums of money, and the exercise of dis- 
cretion in order to be successfully op- 
erated. A non-operating interest would 
thus classify as an investment. A pro- 
ducing but fully developed property 
would likewise classify as an investment. 
A partially developed producing prop- 
erty might be susceptible of segregation 
into two distinct parts, one fully devel- 
oped — thus an investment — and the 
other not fully developed — hence a 
business. However the propriety of such 
a breakdown of property which had a 
unitary character in the decedent’s hands 
seems peculiarly apt to be questioned 
if loss results. 


Community Property Law 


Domiciliaries of a non-oil producing 
state seldom give attention to the prop- 
erty ownership systems in the states 
where they hold oil and gas interests. 
doubtless under the assumption that they 
cannot be affected by them. Any such 
assumption usually is erroneous. It is the 
law of the situs of real property which 
is applicable in respect of its ownership 
and most oil and gas interests classify 
generally as real property or immovables 
in the oil producing states. The term 
“immovable” includes both common law 
realty and estates such as _ leaseholds 
which were “chattels real” according to 
common law classification. 


Eight states — Arizona, California, 
Idaho, Louisiana, Nevada, New Mexico, 
Texas and Washington, a group com: 
prising those of prime significance 1m 
oil production — have community prop: 
erty laws. The same is true of most of 
the South American oil producing coun: 

‘Huston v. Colonial Trust Co., 266 S.W. 21 231 
(Tex. Civ. App. 1954) error ref. n.r.e., mineral oF 
royalty interest; Trapp v. United States, 177 F.2d 
1 (10th Cir. 1949), leasehold interest; Hammonds 


v. Comm’r, 106 F. 2d 420 (10th Cir. 1939), ‘2a8¢ 
hold interest. 
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tries. While there are variations among 
their respective systems, the presumption 
is entertained in all that property ac- 
quired by either spouse during coverture 
is community property, one-half being 
the property of each, and hence merely 
one-half comprising assets in the estate 
of the first to die. 

The rule is uniform in community 
property states that property acquired 
before marriage as well as property ac- 
quired during coverture by gift, will or 


descent is separate property. In most 
community property states it is also the 
rule that where separate property is con- 
verted from one form to another its 
separate character survives the muta- 
tion. Thus, in the usual case, a separate 
property source may be shown to rebut 
the presumption that property held by 
either spouse is community property. 
But in Louisiana the rules are much 
more complicated. This is providing 
present difficulties, for there now is 


much large scale group activity in oil 
and gas exploration in Louisiana. 
Although the husband uses his sepa- 
rate funds in the purchase of an immov- 
able in Louisiana, the property is con- 
clusively presumed to be community 
property unless at the time of acquisi- 
tion a so-called “double-declaration”’ is 
made by the husband to the effect that 
(1) the property was purchased with 
separate funds, and (2) it was his in- 
tention to make the acquisition on be- 
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ASSETS 
CASH ON HAND AND DUE FROM BANKS 


UNITED STATES GOVERNMENT SECURITIES. 


STATE, MUNICIPAL AND OTHER 

PUBLIC SECURITIES 
OTHER MARKETABLE SECURITIES 
LOANS AND DISCOUNTS al IP 
CUSTOMERS’ LIABILITY ON ACCEPTANCES 
OTHER ASSETS. 


LIABILITIES 
DEPOSITS 


ACCEPTANCES: LESS AMOUNT IN PORTFOLIO 


ACCRUED INTEREST, EXPENSES, ETC. 
RESERVE FOR CONTINGENCIES 


CAPITAL . . . . .  . $ 2,000,000.00 
12,685,283.54 


SURPLUS 


$ 58,919,078.90  _ 
56,281,667.43 


52,502,202.81 
6,039,719.64 
64,815,900.87 
20,437,020.64 
2,558,823.92 
$261,554,414.21 











$222,155,734.19 
22,634,157.56 
579,238.92 
1,500,000.00 


14,685,283.54 





As required by law $600,000 U.S. Government Securities are pledged to secure public deposits. 


Partners: 
ELBRIDGE T. GERRY F. H. KINGsBury, JR. 
E. R. HARRIMAN ROBERT A. LOVETT 


STEPHEN Y. HorpD JOHN B. MADDEN 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of 
the State of New York and by the Department of Banking of the Commonwealth of Pennsylvania. Subject 
to supervision and examination by the Commissioner of Banks of the Commonwealth of Massachusetts. 


W. A. HARRIMAN 


$261,554,414.21 
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half of his separate estate.> One recital 
without the other is insufficient. The 
“double-declaration” does not serve to 
establish the property as separate. It 
simply enables the husband or his rep- 
resentative to offer proof to overcome 
the presumption, no longer conclusive, 
that the property is owned by the com- 
munity. 

A wife receives more liberal treat- 
ment. She may show, even by parol evi- 
dence, that property, including both 
movables and immovables, was acquired 
with separate funds administered by her 
individually, so as to rebut the pre- 
sumption that such property inures to 
the community estate.? 


Ancillary Administration? 


According to the common law theory, 
title to real property, whether passing 
by the laws of intestate succession or by 
will, passed directly to the heirs or de- 
visees. In the case of personalty, the 
title was deemed to pass to the executor 
or administrator. A susbtantial number 
of states have modified the common law 
theory through statutes which provide 
for the possession of real property by 
the executor or administrator and for 
the collection by him of rents and prof- 
its. Moreover, even where the common 
law prevails the title which the heir or 
devisee receives is defeasible, being sub- 
ject to sale to pay the decedent’s debts to 
the extent that the same may not be ex- 
tinguished by application of decedent’s 
personal property. 


As a general rule where the decedent’s 
estate includes oil and gas properties 
lying in a foreign jurisdiction, ancillary 
administration will be required in order 
to bar creditors and render the title in 
the heirs or devisees marketable. If the 
properties are productive of income, the 
payor generally insists upon certainty 
as to the proper payee. It is the practice 
of most oil companies to withhold pay- 
ment for the oil produced from and at- 
tributable to a decedent’s oil properties 
until such time as the title to the moneys 
accrued is judicially determined by the 
proper state.* 


If decedent’s activity in the oil and 
gas business has been such as to indi- 
cate that leases, assignments or convey- 
ances of interests will be required dur- 


5Succession of Chapman, 225 La. 641, 73 So. 2d 
789 (1954); Smith v. Gloyd, 182 La. 770, 162 So. 
617 (1935). 

6Coney v. Coney, 220 La. 473, 56 So. 2d 841 
(1951); Slaton v. King, 214 La. 89, 36 So. 2d 648 
(1948). 

7Guilbeau v. Guilbeau, 224 La. 837, 71 So. 2d 
129 (1954); American Surety Co. v. Noble & Sal- 
ter, 196 La. 312, 199 So. 131 (1940). 

8Morris, Oil and Gas Interests in Decedent’s Es- 
tate, 98 TRUSTS AND ESTATES 890 (1954). 


ing the period of administration, ihe 
probable necessity for an ancillary ad. 
ministration is even more impelling. 
The problem of course is to provide a 
representative who can act in relation 
to the properties. Ordinarily, the powers 
of a personal representative are not ox. 
traterritorial. There is one important 
exception: Texas has a statute which 
permits a foreign executor when acting 
pursuant to an express authorization 
contained in the will to sell Texas land 
without the necessity of obtaining speci- 
fic authority from a Texas court.® In 
any event ancillary probate, as disting. 
uished from ancillary administration, 
normally will be necessary in the state 
of situs to establish title in decedent's 
devisees. 


The property interests in a particular 
state may be of such inconsequential 
value as not to warrant incurring the 
cost of ancillary proceedings necessary 
to perfect title. The facts concerning the 
properties must be ascertained and the 
laws affecting the property determined 
in each case before the representative 
can intelligently conclude when and 
where ancillary proceedings should be 
instituted. 


Conflict of Laws 


In approaching the conflict of laws 
problems affecting testamentary dispo- 
sitions of immovables, it is helpful to 
separate the questions into two broad 
groups: (1) those pertaining to the 
validity of the disposition, including 
matters such as the requisite testamen- 
tary capacity and formalities of execu: 
tion, effect of the rule against perpetui- 
ties and existence of the necessary ele: 
ments to create a testamentary trust such 
as res, beneficiary and purpose; and 
(2) those pertaining to estate or trust 
administration, including matters such 
as appointment and supervision of the 
executor, trust investments, power of a 
trust beneficiary to terminate, trustee 
apportionment — betwee 
income and principal and the rights of a 
creditor of a trust beneficiary agains! 
the assets of the trust. 


compensation, 


It is firmly established that the valid: 
ity of a testamentary disposition of im- 
movables is determined by reference te 
the law of situs of the res. (In the case of 
movables, law of the domicile controls.) 
The application of this rule is illustrated 
by Toledo Society for Crippled Children 
v. Hickok!® where an Ohio domic|iary 


(Continued on page 681) 


*17A Tex. Civ. Stat. §107 (1955). 
10152 Tex. 578, 216 S.W. 2d 692, 43 A.L.:. 2d 
553 (1958), cert. den. 347 U.S. 936 (1954). 
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CONTINENTAL ILLINOIS 


NATIONAL BANK and TRUST COMPANY 
OF CHICAGO 


Statement of Condition 


June 30, 1958 

RESOURCES 
Cash and Due from Banks $ 642,873,799.52 
United States Government Obligations 945,291,975.32 
Other Bonds and Securities 170,919,716.81 
Loans and Discounts 1,006,654,184.08 
Stock in Federal Reserve Bank.................. 6,750,000.00 
Customers’ Liability on Acceptances 6,514,465.41 
Income Accrued but Not Collected 9,699,233.30 
Banking House 7,050,000.00 
Total Resources $2,795,753,374.44 











LIABILITIES 


Deposits ',. .$2,502,144,954.18 


Acceptances 6,514,465.41 
Dividend Payable, August 1, 1958 3,000,000.00 


Reserves for Taxes, Interest, and Expenses........ 18,924,962.09 
Reserve for Contingencies 10,000,000.00 
Income Collected but Not Earned 2,173,889.12 


Total Liabilities $2,542,758,270.80 
CAPITAL ACCOUNTS 
Capital Stock (3,000,000 shares. Par value $3334) $ 100,000,000.00 


125,000,000.00 
Undivided Profits 27,995,103.64 


Total Capital Accounts $ 252,995,103.64 














Total Liabilities and Capital Accounts $2,795,753,374.44 








United States Government obligations carried at $438,172,071.72 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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Application of Electronics to 


Trust Accountin g 


LEONARD G. GETSCHEL 


Adoption by the author’s trust department 
of a computer for trust accounting which 
handles seven operations, reduces the num- 
ber of required personnel and makes sub- 
stantial savings prompted Trusts AND Es- 
TATES to request of Mr. Getschel a descrip- 
tion of his department’s experience. His ar- 
ticle outlines the problems, the solutions 
effected and the results obtained.—Editor’s 
Note. 


T PRESENT MERCANTILE-SAFE DE- 
A posit and Trust Company manages 
about 6,500 accounts, excluding cus- 
todianships, with assets well in excess of 
one billion dollars. More than ten thou- 
sand individual issues of bonds and 
stocks are held in the Trust Department. 

This article describes how the Com- 
pany developed its operational methods 
to meet the expanding requirements of 
the very substantial growth which it has 
enjoyed in the trust field. 


Operational Background 


Prior to 1937 practically all records 
in the Trust Department were kept on a 
manual system. At this time the man- 
agement realized that the Company had 
expanded to such proportions that it no 
longer was feasible to keep these records 
using that method. After considerable 
study it was decided to adopt the IBM 
punch card method of accounting and 
in 1938 the Company was one of the 
first in the United States to adapt its 
trust accounting to such a system. 

As time went on, the management was 
desirous of absorbing more clerical op- 
erations by machines if they could be 
developed with a capacity greatly in 
excess of what was available at that 
time. One problem needing a machine 
application was the calculation of com- 
mission on income collections in both 
trust and agency accounts. There are 
twenty-eight different sets of rates in our 
Trust Department. A number are of the 
graduated type of rates on personalty in- 
come combined with a flat rate on real 
estate collections. In other cases there 
are flat rates at one fixed percentage on 
personalty and another fixed percentage 
on realty. The calculation of these com- 
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Vice President, Mercantile-Safe Deposit and Trust Company, Baltimore 





missions required the full time of five 
clerks. 

Another problem was the accounting 
necessary to produce the income tax data 
for our accounts. For a number of years, 
many overtime hours were spent and ad- 
ditional personnel employed to obtain 


_this information. 


In 1955 two employees of the Com- 
pany were introduced to the IBM 650 
Magnetic Drum Data Processing Ma- 
chine at a summer course conducted by 
Wayne University of Detroit. Upon their 
return, a survey of operations was begun 
to determine where the 650 could be ap- 
plied most effectively. It soon became 
obvious that the two problems mentioned 
above afforded the greatest opportuni- 
ties. In addition to calculating the com- 
mission on the income, the 650 could 
also determine the net amount available 
for remittance to the various beneficiar- 
ies. 

In March 1956 considerable time was 
spent with a technical service representa- 
tive of IBM, making an exhaustive 
study of the two problems. In June a 
feasibility study was completed and a 
recommendation made to management. 
In August, our directors approved and 
an order was placed for the 650. 

During the fall of 1956 IBM con- 
ducted a 650 school for approximately 
25 employees selected from the operating 
units in the Trust Department to famil- 





DATA PROCESSING SYSTEM 


IBM 














Close-up of the control panel of the IBM 650. 










Mr. Getschel and John E. Motz, executive 
vice president of the bank’s Trust Division, 
examine control panel of IBM 650 Computer. 


iarize them with the machine and its 
capabilities. At the termination of the 
school a team of five was selected to 
program the various jobs which the 
machine would take over. The jobs ulti- 
mately selected to be programmed were: 
1. Income commission and remittance 
calculation 
2. Income tax 
. Investment analyses including mar- 
ket valuation 
. Dividend collections 
. Bond interest collections 
. Common Trust Fund distribution 
. Payroll 
The 650 was installed in September 
1957 and all of the functions mentioned 
above are now in complete operation 
on the machine. As far as we know, this 
is the first application of a computer to 
trust accounting. In our operation we 
employ a card 650 which uses the con- 
ventional punched card for input and 
output. The machine’s magnetic drum 
has a storage capacity of 1,000 words 
with a sign or 10,000 decimal digits. It 
is equipped with an alphabetic device 
capable of handling 40 columns of alpha- 
betic information. Listed below are a 
few of the approximate calculating 
speeds per minute, based upon optimum 
programming: 
78,000 additions or subtractions 
5,000 multiplications (10 digit mul- 
tiplicand and 10 digit multi- 
plier) 
3,700 divisions (20 digit dividend 
and 10 digit divisor) 
138,000 logical decisions 


oo 


AD OP 


Net Income and Commission 
Caleulation 


In processing the income collections 
for the accounts affected each day. the 
650 performs two basic functions: (1) 
computes the commission on each item. 
and (2) computes net income due «ach 
beneficiary. After these have been «om: 
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puted and stored in various memory lo- 
cations on the drum, the machine up- 
dates all balances and produces a new 
set of output cards containing the ad- 
justed results. 

There are three types of input card 
formats being read by the machine and 
following is a summary of the pertinent 
information contained in each type of 
card. 

Balance Card: account number, an- 
niversary date, undistributed beneficiary 
income, commissions earned to date, 
card type code, commission plan code, 
ticket number, personalty income cur- 
rent year to date, gross receipts to date, 
gross payments to date, balance to date, 
personalty income next year to date, ac- 
count income tax status code, transaction 
date. 

Transaction Card: account number, 
date to—(due date for income collec- 
tions), commission code, card type code, 
amount, beneficiary number, transaction 
date. 

Beneficiary Card (three to a card): 
account number, card type code, bene- 
ficiary number, beneficiary share, bene- 
ficiary balance, transaction date. 

There are 750 instructions in the pro- 
gram which are loaded into the machine 
to process the data. Through the use of 
the commission plan code punched in the 


balance card of each account, the ma- 
chine can find any one of the 28 different 
sets of commission rates applicable. 

A simple commission code punched 
in each transaction card guides the ma- 
chine in determining how to treat each 
item in computing the commission. This 
code is as follows: 

0—not subject to commissions 

1—personalty income 

2—realty income 

By matching the transaction date and 
“Date To” in each transaction card with 
the anniversary date in each balance 
card, the machine can determine the 
change in the fiscal year of each account 
and take the necessary steps to establish 
the beginning rates for the new year. 

The machine also keeps a record of 
accumulated personalty income from day 
to day in the balance card, so that proper 
rates can be applied as this income 
passes from one plateau to another in 
computing commissions in accounts 
where a graduated set of rates is in 
effect. 

A two digit beneficiary number code 
punched in each transaction card en- 
ables the computer to allocate receipts 
and disbursements to specific benefici- 
aries. Items thus allocated can be applied 
directly against specific beneficiary bal- 
ances carried in the beneficiary cards. 


All receipts and disbursements affecting 
the account in general and not affecting 
any specific beneficiary are punched 
with code “00”. 

In our system, all beneficiary shares 
in each account are expressed as a 
three digit numerator and denominator. 
If, in distributing the net income for 
each account among the various bene- 
ficiaries for that account, the machine 
is unable to allocate the net income en- 
tirely, the pennies remaining are car- 
ried forward into the balance card as 
Undistributed Beneficiary Income. When 
the account is processed on some subse- 
quent posting date, the Undistributed 
Beneficiary Income is added to the net 
income for distribution for that day. 

After the processing run on the 650, 
the input and output cards are passed 
through the collator, at which time the 
old beneficiary balance cards are re- 
jected and the new balance and bene- 
ficiary balance cards are merged into 
place. Interim posting tickets are then 
printed on the 407 accounting machine 
and filed away in their proper jackets 
by account number order for future use 
by our Income Accounting Unit in its 
periodic remittance of the income. 


Income Tax Application 
The 


information supplied by our 
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punch cards had not enabled us to do a 
complete job in connection with income 
tax. All summary figures obtained from 
runs made on our tabulating equipment 
had to be further adjusted for tax pur- 
poses and then, in the case of trust ac- 
counts with more than one beneficiary, 
distributed over the beneficiaries of the 
account in the proper proportions. 

Through the 650 we now are able to 
produce a completely automatic income 
tax advice to be sent to our customers. 
Since a large proportion of our bene- 
ficiaries are Maryland residents, all in- 
formation is submitted for use in the 
Federal and Maryland state returns. This 
result is accomplished by making three 
runs on the 650. 


chine by adding the accumulated trans- 
actions for the period to the old balance 
and proving to the closing balance. By 
this method we are assured that all trans- 
action cards for all accounts for the 
period have been processed. In punching 
the output a digit “4” is punched into 
each output summary card. The appear- 
ance of this digit is an indication to the 
operator that the machine has balanced 
the account. In the event an account 
does not balance, all output will be 
punched with a digit “5” to indicat2 
that the account does not balance and 
further investigation is made at this 
point to determine why. As a result of 
this summary run, the detail of one 
million cards is reduced to approximate- 





Network of wires (foreground) that surround the magnetic drum of the IBM 650 Data 

Processing System. The power units (background) are here opened to expose the orderly 

tangle of wires and cables within. At the top of the picture is the lower part of the 
Control Panel. 


By October Ist each year we have 
accumulated about a million transaction 
cards. As these cards are created daily, 
they are filed by blocks of 100 accounts, 
each in chronological order. The run 
which we make in October is primarily 
a summary run to rid our tax files of 
the voluminous amount of detail cards 
which have accumulated during the nine 
month period. At this point the cards 
for each account group of 100 accounts 
are sorted into strict account number 
order at which time the opening and 
closing balance cards for the period are 
also sorted into the file. The entire file 
is then passed through the 650, and the 
machine proceeds to accumulate each 
item in tax class order. 

Before the summary cards are 
punched from the machine, however, a 
proof is made internally within the ma- 
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ly sixty thousand, which are stored in 
filing cabinets until the year end. 


Fourth Quarter Program 


During the last three months of the 
year we are making preparations for the 
year-end run. This preparation largely 
has to do with the injection of additional 
cards into the last three month period 
to cover items which were formerly hand 
adjusted. These items are: corrections 
of tax classification codes, payments 
charged corpus but deductible for tax 
purposes from income, depreciation— 
not actually charged but allowable as de- 
duction, par value of partly taxable 
Treasury bonds. Items which do not fall 
into the general category of income items 
are coded in such a way that the machine 
will ignore them when attempting to bal- 
ance the account at the year end. 


When all transactions through the end 
of the year have been gathered togeth 2 
they are then sorted into account m 
ber order at which time the opening « 
closing balance cards for the year 
also introduced into the file. The enti 
file is then collected with the summa 
cards for the first nine months. 


A second run is then made on the 65 
to summarize the entire year’s trans. 
actions by tax classification. On this run 
the machine also prorates the commis. 
sion charges, both principal and income, 
over the taxable and non-taxable income 
and at this point output cards are 
punched for all income and deduction 
items, as well as the adjusted commis 
sions. 

The output from the 650 on the second 
run is then passed through a 407 ac. 
counting machine and a recapitulation 
sheet is prepared for our Tax Depart 
ment. Now all adjustments for the year 
have been made. 


The beneSciary name-and-share cards 
for all accounts are then collated into 
the output of the second run and a third 
run is made on the 650 at which time an 
individual set of output cards is pro- 
duced for each beneficiary within the ac. 
count. On this run the machine dis 
tributes the taxable income to all bene. 
ficiaries in the account in accordance 
with the proportion to which they ar 
entitled. Name and address cards for 
each beneficiary and account name card 
are then collated into this output and the 
tax advice in four copies is produced 
on the 407 accounting machine. The firs 
copy is mailed to the customer; the 
second and third copies are produced i 
the case of a trust to be attached to the 
Federal and State Fiduciary Returns 
and the fourth copy is retained. 

An income tax status code punched in 
the balance card enables the machine to 
develop output cards for both trust and 
agency accounts on the same run. A res! 
dence code punched in the bene‘iciar 
name-and-share card produces the citi 
zenship status and residence status @ 
shown on the advice. All of the alpha 
betic information shown in the body @ 
the tax advice form is carried in the 
memory of the 650 and as eac!i tat 
classification is produced by the mé 
chine, the machine searches the memor) 
for the appropriate alphabetic inform* 
tion to go along with the item and the 
two are then punched out into th» out 
put card. 

In our first year’s experience wil’ this 
method, we were able to produce all d 
our tax advices during the first wees 
in January. The advices themselves how 
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ever, were not all mailed at that time 
since considerable time was spent in go- 
ing over them carefully to be sure all of 
our programming techniques were ac- 
curate. This procedure, in future years, 
will be somewhat modified. 

Because of the flexibility of the 650 
we are now devising operations which 
will automatically prepare the front page 
of the Federal Fiduciary Return down ito 
line 24. In the majority of cases this will 
represent complete returns, except for 
schedules. The distribution schedule is 
taken care of by attaching the appro- 
priate copy of the advice. We hope to 
have this in operation for use on the 
1958 returns. 


Investment Analysis and Market 
Valuations 


The 650 is doing a remarkable job 
for our Investment Department. In addi- 
tion to extending total market values for 
each asset in an account, the machine 
on another run computes the percentage 
that each investment classification bears 
to the total market value of the fund. 

Two programs have been prepared to 
obtain percentage breakdowns on_ the 
650. The first program is used on about 
300 of our largest accounts where per- 
centages are obtained for 15 classes of 
bonds and 50 different classes of pre- 


ferred and common stocks. The other 
program is used for all other accounts 
in the Trust Department and classifies in- 
vestments into nine different categories. 

Another program enables the machine 
to collate assets of related accounts for 
investment review. There are a number 
of instances where multiple accounts are 
analyzed for a single beneficiary or a 
family group. This program has been 
very helpful in developing reports for 
certain clients. 

A formula is being developed to con- 
vert yields to dollar prices in valuing 
municipal bonds. When this program is 
made to work effectively, it will save 
immeasurable additional time in our In- 
vestment Department. 

The application of the computer to 
dividend and bond 
has 


interest collections 
considerable time in our 
Tabulating Department. Prior to its in- 
stallation seven individual operations 
were necessary to complete a dividend 
settlement and 13 individual operations 
were required to produce a bond interes! 
settlement. Now the end result on each 
operation is performed with but one 
data processing run through the ma- 
chine. 


saved 


Common Trust Fund Application 


rs 


The Company operates a Common 


Trust Fund of approximately $40,000,- 
000. Some 1,700 accounts participate of 
which about 50% are wholly invested. 
The 650 has been programmed to per- 
form three duties in connection with the 
operation of this Fund. 

Each quarter a determination is made 
of the amount of cash available in each 
account for investment in the Fund by 
the account reviewing section of the In- 
vestment Department. Likewise, where 
units are to be redeemed, the amount of 
cash needed is also determined. From 
this information, punched into a set of 
input cards by mark-sensing, the 650 
given the unit value, produces a set of 
output cards indicating the actual num- 
ber of units to be purchased or redeemed 
by each account and the actual cost 
of said units or proceeds in the case of 
redemptions. On the same run it also 
produces a complete set of principal 
transaction cards to be used to post the 
transaction on the principal ledgers. 

At the end of each quarter, using the 
income distribution per unit and a set 
of cards from the property file of par- 
ticipating trusts, the machine produces 
a complete set of income transaction 
cards which will be used for posting the 
distribution to each income account. 

The income from the Common Trust 
Fund falls into about 12 different classi- 
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highly-trained personnel in offices 
across Canada where the principal 
security markets are located. 
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Debenture and Note Issues. 


e Transfer Agent and Registrar for 
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fications for income tax purposes. Given 
a per unit factor for each classification, 
the machine apportions the amount of 
the net distribution for each account 
among the various tax classifications, 
punching out a card for each classifica- 
tion to be used at the year end on our 
income tax operation for each trust. 


Resulting Savings 


To date nine of our personnel have 
been released by the installation of the 
650 and assigned to other duties. By the 
end of the year, we are hopeful of free- 
ing a few more through further automa- 
tion of tax procedure. In addition, we ex- 
pect an annual savings in overtime and 
additional temporary clerical costs of 
$13,000. All of these factors will more 
than offset the annual rental of the com- 
puter. Moreover, the great accuracy of 
the machine operation makes it invalu- 
able for a complex operation like that 
of a large trust department. 


We are using less than half of the 
time of the machine so that ample ca- 
pacity is available for growth of work 
and for additional applications. Our ex- 
perience with tabulating machines has 
been that they hold to a minimum the 
need to employ additional people as vol- 
ume expands and we think the use of the 
650 should very materially increase this 
desirable result. 


AAA 


@ A stock buying project, initiated by 
Case Institute of Technology students in 
1950, recently reported as follows: $5,002 
spent including brokerage fees; stocks 
now held had a valuation of $6,254, 
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New home of Kennedy Sinclaire, Inc., trust advertising and sales training firm, 120 

Valley Road, Montclair, N. J.. some 35 minutes from its former New York address, 

Having grown since its beginnings in 1930 to an organization with nearly 450 customer 

Trust Departments all over the nation, including Hawaii, the firm feels that better service 

and more room for future growth can be provided in the combined city-suburban atmos. 
phere of this attractive Northern New Jersey community. 





Chase Manhattan Trustmen 


Win $1,250 for Suggestion 


Two trust department men at Chase 
Manhattan Bank, New York, recently 
won $1,250 (half for each), the second 
highest award ever made in the bank’s 
Suggestion System. Thomas Kenna and 
William Kain submitted the idea to use 
a rubber facsimile stamp instead of 
signing stock certificates in longhand. 
The facsimile is used for the nominee’s 
signature, which has to be guaranteed 
by the bank anyway by means of a sec- 
ond signature. 

The New York Stock Exchange ap- 
proved the use of the facsimile by mem- 
ber brokerage firms in 1952. This was not 
acceptable to all transfer agents, how- 
ever, partly because of differences in state 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 











laws. After many discussions, the New 
York Stock Transfer Association de- 
cided in April 1956 to accept the fac- 
simile. It was then that the two trust 
men made their suggestion that the bank 
use the stamp also. After investigation, 
the bank started doing that in January 
1957. 

Since only senior clerks were author- 
ized to sign for the nominee, the six 
to eight man hours saved daily is valu- 
able time. 

Other awards for suggestions from the 
trust department included $1,000 to My- 
ron Taylor and $15 dollars to Edward W. 
Bogue. Mr. Bogue suggested a revision 
of trust bill forms. Mr. Taylor’s idea 
for maintaining a steady flow in hand- 
ling coupon collections was reported in 


TRUSTS AND ESTATES, Dec. 1957, page 
1175. 

In the five years the Suggestion Sys- 
tem has been in operation over 7,000 


ideas have been submitted and 500 have 
won awards totaling close to $20,000. 
Total savings for Chase Manhattan are 
roughly estimated at $140,000, and the 
Trust Department has benefited particu- 
larly. The minimum award has been ad- 
vanced from $10 to $15, but there is no 
maximum limit. As far as_ possible 
awards are made in relation to one 
year’s net saving for the bank. William 
C. McGhie is chairman of the Suggestion 
Committee. 


A A A 


@ Aggregate trust department earning: 
of $1,021,113 for state banks in Virginia 
during 1957 are reported by Logan RB. 
Ritchie, Commissioner of Banking. This 
represents an 8% increase over the 
previous year. As a percentage of ‘otal 
current operating. earnings of all the 
state banks, trust department earrings 
remained the same — just under 2°%. 
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The Attorney 
And His 


Investments 


An increasing number of men and women—and 
some of them may be your clients—use and know 
the value of The Hanover Bank’s custodian and 
investment supervisory services. 


Busy attorneys, beset by a full schedule of 
appointments and court hearings, may also bene- 
fit from these services. 


We welcome your inquiries on custodian ac- 


counts or investment supervisory accounts—or 
both. 


| THE 
| HANOVER 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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RETIREMENT FOR SELF-EMPLOYED 


Trustees’ Interests in Preparation for Eventual Passage of Law 


RICHMOND McLAIN CORBETT 


Trust Officer, Chicago Title and Trust Company 


ENSION AND WELFARE FUNDS, WITH 
Pi tremendous development in the 
last ten years, now cover a total of 75 
million employed workers and their de- 
pendents. Over 6 billion dollars are con- 
tributed annually to such programs, and 
assets and reserves of private retirement 
plans — trusteed and insured — now 
aggregate nearly 30 billion dollars. 

However, one important segment of 
our workers — about 10 million — is 
not included in this development. They 
are the self-employed — victims of a 
kind of legislative discrimination. A 
corporation can set aside retirement 
funds for its employees and, for tax pur- 
poses, charge it to the cost of doing busi- 
ness. But the self-employed — lawyers, 
accountants, physicians, dentists, farm- 
ers and many others — get no such tax 
relief on funds they may set aside for 
retirement. Whatever they save is sub- 
ject to the full tax. 

Considerable agitation to bring about 
a reform has been developing in recent 
years — it started back in the mid-40’s 
— and a number of bills directed toward 
this end have been presented to Con- 
gress since 1951. The Jenkins-Keogh bill 
has had the most general support. It was 
reintroduced on January 3, 1957 as 
H.R. 9 and H.R. 10, which is the one 
now pending. It is designed “to encour- 
age the establishment of voluntary pen- 
sion plans by self-employed individuals.” 
It would allow self-employed persons to 
deduct a limited amount of net earnings 
from their annual adjusted gross income. 
These so-called “retirement deposits” 
would be afforded tax deferment if set 
aside for restricted retirement purposes. 
In spite of strong support, the bill has 
not yet been made a part of the law. But 
its proponents are expecting that it will 
pass in some form, at some time, some- 
how, and that it will, to some extent, 
eliminate the legislative discrimination. 

One method of funding contemplated 

in all of the bills introduced in Congress 


This article, written at the request of TRUSTS 
AND ESTATES, is based in part on a thesis submit- 
ted in 1957 in partial fulfilment of the require- 
ments of The Graduate School of Banking, A.B.A. 
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is a “restricted retirement fund” with a 
bank or trust company as trustee or cus- 
todian. It is the purpose of this article to 
consider the extent to which banks and 
trust companies may serve in the new 
development contemplated in the pend- 
ing legislation. 


What is Jenkins-Keogh? 


To qualify under the Jenkins-Keogh 
Bill, an individual must be self-employed, 
as defined under the social security act, 
except that medical doctors and minis- 
ters are included; he must not be a mem- 
ber of any other pension or profit shar- 
ing plan; and he must not be receiving, 
nor have received, payments under any 
such plan. 

The bill provides that such a qualified 
individual may deduct $5,000 or 10% 
of his self-employment income, which- 
ever is less, from his annual gross in- 
come — up to a maximum of 20 times 
this annual contribution limit over his 
lifetime. Persons over 50 years of age 
will be allowed slightly higher deduc- 
tions. The sum deducted must be paid to 
a restricted retirement fund held by a 
bank or trust company as a trustee or 
custodian, or to a life insurance com- 
pany as premiums under a restricted re- 
tirement policy, excluding any portion 
of the premiums allocable to the cost of 
life insurance protection. The bill con- 
templates generally that payments from 
these retirement funds will not commence 
before age 65, but they will be subject 
to income tax at the time distributed. 

The individual may elect to receive 
back his share in any manner; for in- 
stance, he may receive his payment in a 
lump sum, in regular installments, or by 
annuity payments under an insurance 
policy. Under the last named option, the 
income would be taxable as annuity in- 
come; in the case of a lump sum pay- 
ment, the tax would not be greater than 
five times the increase in tax resulting 
from the inclusion in gross income of 
one-fifth of the payment. Payments to a 
beneficiary on the death of a participant 
would be treated in a similar manner. 

Withdrawals before age 65 are permit- 


Oo 


ted, but with a penalty of 10% in addi- 
tion to the tax which would have been 
payable. Life insurance or annuity con- 
tracts, except term insurance, both newly 
issued and existing policies, may be used 
as funding media, but the insurance 
company would first have to be notified 
of the taxpayer’s intention and make the 
necessary endorsement on any existing 
policy. 


Counterparts in Other Countries 


Similar income tax discrimination 
against the self-employed existed in Brit- 
ain until the passage of the Finance Act 
of 1956. The British plan* is similar to 
one of the early versions of the Jenkins- 
Keogh bill permitting tax-free contribu- 
tions up to the lesser of 10% of annual 
income, or $2,100. The funds may be 
accumulated only through non-commut- 
able, non-assignable annuities purchased 
from an approved insurer or by contri- 
butions to an approved “trust scheme.” 
This trust scheme must be established 
for the benefit of individuals engaged in 
or connected with a particular occupa- 
tion. Income tax exemption is granted 
to the trust. If no such trust scheme is 
established by a representative body the 
individual can only avail himself of the 
annuity funding method. In either the 
annuity plan or the trust scheme, how- 
ever, distributions can be made only in 
the form of lifetime annuities, with or 
without survivorship benefits, but can- 
not commence before age 60 and must 
commence not later than age 70. 

The Canadian Income Tax Act was 
amended just last year to allow individ- 
uals to deduct from their taxable income 
amounts up to 10% of earned income 
and not over $2,500 which they set aside 
to provide retirement income under 4 
Registered Retirement Savings Plan 
(similar to a “qualified” plan here). The 
maximum deductible from taxable in- 
come for persons already covered by 
qualified employee pension plans is re- 
duced to the lesser of 10% of compensa- 


*For appraisal of British experience, see Ho0s- 


king, “Pensions for Self-Employed,” Apri! 1958 
TRUSTS AND ESTATES 313. 
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tion, or $1,500 per year including their 
own contributions to both employer- 
sponsored and individual plans. To 
qualify, the “registered retirement sav- 
ings plan” must provide for regular an- 
nuity payments to commence no later 
than age 71. No payments may be re- 
turned to the annuitant before maturity 
of the contract, except (1) as a refund 
of premiums in event of death, or (2) if 
there is a pre-retirement distribution, a 
minimum tax rate of 25% is applicable. 
Canadians may invest their money in 
life annuity policies, in savings or in- 
vestment contracts restricting payment 
until maturity, or in corporate trusts. 
Several Canadian trust companies have 
such registered plans.+ The participant 
may join the plan by filing a simple ap- 
plication for membership. 

Although not as comprehensive or as 
significant as the English and Canadian 
plans, New Zealand in 1957 gave limited 
tax relief to self-employed persons with 
regard to their. savings for old age re- 
tirement. The Minister of Finance, in his 
budget statement, stated that it was pro- 
posed “to extend to business and pro- 
fessional persons employed on their own 
account the income tax exemption, at 
present available to employees of firms 
with staff superannuation schemes ap- 
proved by the Commissioner of Inland 
Revenue.” The self-employed will be al- 
lowed a total deduction of approximate- 
ly $700 for life insurance premiums and 
contributions to approved superannua- 
tion schemes for the self-employed. It is 
understood that the Commissioner of In- 
land Revenue will not require each oc- 
cupational group to operate its own 
superannuation scheme but will approve 
standard schemes to be submitted by life 
insurance companies and the National 
Provident Fund. Benefits will be payable 
only in the form of annuities (with or 
without survivorship privileges) com- 
mencing not earlier than age 60. 


Administration of Plans 


Now to get back to our own country. 
The two basic methods for financing a 


pension plan — through an insurance 
company or a trust fund, separately or 
in combination — would be available 
under the new individual retirement act. 


Cont: butions to a restricted retirement 
plan vill always be arbitrary amounts, 
with limits, appropriated by a self-em- 
ploy i individual without regard for ul- 
time. benefits or the specific payments 
‘Fo. further detail on Canadian law and trust 
> ’ experience, see Coate, “‘Pensions for the 
Self-I ployed,” June 1957 TrusTs AND ESTATES 
551; yte, “Trends in Pensions,’”’ May 1958 T&E 
408; igay, “Pension Trust Committee Report,” 
May 158 T&E 440. 
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to provide those benefits, but with the 
primary purpose of setting aside not just 
another savings account but what he 
thinks he can afford to get along with- 
out for all the years to his 65th birthday. 
Such varying arbitrary amounts would 
be deducted from his taxable income. 
These deductible amounts will be low 
when his earnings are low, higher when 
his earnings are up. 

Trust companies and insurance com- 
panies have to stand guard over the use 
of those deposits and those premiums 
which have been set aside tax-free. Cer- 
tain definite restrictions and limitations 
will be in effect at the time of the depos- 
its, and still others will be maintained 
during the working life of the self-em- 
ployed donor of the restricted fund or 
purchaser of the restricted policy. The 
funds deposited are in a sense frozen un- 
til the self-employed participant reaches 
age 65 or dies. That is going to take a 
little policing or investigating or at least 
some verification. The trust officer can 
do that without too much trouble. He is 
used to it. He has to follow specific pro- 
visions and limitations, sometimes with 
discretionary powers, in every trust he 
administers. An insurance company 
must have specific directions set forth 
in its contract or policy. Its duties and 


the rights of the insured or of the an- 
nuitant must be spelled out in detail. An 
insurance company does not like to as- 
sume or exercise discretion. 

In the initial conception of the indi- 
vidual retirement act, a corporate trus- 
tee was the only financing vehicle con- 
sidered. It was apparent to the legisla- 
tors that the bill would have to contain 
reasonable safeguards against abuses of 
the tax revenues in the maximum 
amounts which may be set aside, in the 
manner of administration, and in the 
distribution of the tax-free accumula- 
tions upon death, disability or the attain- 
ment of retirement age. A corporate 
trustee has the responsibility, perma- 
nence, and the capacity to perform these 
dificult assignments with completeness 
and efficiency. 

The bank or trust company will be 
either a trustee or a custodian under the 
new act. A restricted retirement fund 
could be set up by a particular group of 
self-employed, such as members of a 
local medical or bar association, farmers 
of one county, or other similar organiza- 
tions. In this case the bank or trust com- 
pany may serve as a custodian, with a 
committee assuming the necessary pow- 
ers of direction as to administration and 
investment of the fund. In addition, 








When you and your client join 
forces with our trust officers, you can 
be confident that your client’s affairs 
will be given thoughtful, personal 
attention and sound administration. 


You will also find that The Bank 


of California’s unique 
tri-state operation offers =, 
the definite advantage of ¢ ~ 
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in California, Oregon 
and Washington. 
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there may be custodianships sponsored 
by several of the mutual funds whose 
salesmen will compete with trustmen and 
insurance agents to secure retirement 
deposits. 

Banks and trust companies now man- 
age a very large segment of the accumu- 
lated pension and profit-sharing funds, 
and an ever increasing portion of the 
new funds are flowing into that channel. 
Some of the smaller employer companies 
are turning to the trusteed plan in view 
of the relatively minor effect of devia- 
tions from expected mortality. Since 
1950, corporate trustees have taken 
about 65 per cent of the increase in the 
total number of plans. 


The flexibility and adaptability of 
trust funding are indicated in the com- 
mon trust fund, the pooled investment 
plan, and the bank fiduciary fund. All 
of them were conceived by the trust com- 
panies to provide another important 
type of trust service. They will continue 
in their readiness to serve this substan- 
tial portion of our people, the ten mil- 
lion self-employed who will come under 
the Jenkins-Keogh bill, and to furnish 
them with expert administrative and in- 
vestment facilities to provide a more ef- 
fective program of savings for retire- 
ment. 


Whither Now? 


On January 24th of this year, the 
House Ways and Means Committee 
heard further testimony in support of 
the Jenkins-Keogh Bill. As of this date, 
the Committee has taken no action. 

A new source of support for the bill 
developed when the Senate Small Busi- 
ness Committee, through its chairman, 
Senator Sparkman, presented that com- 
mittee’s report of its findings and recom- 
mendations, accompanied by a bill (S. 
3194) carrying out those recommenda- 
tions. Section 3 of the bill, headed “Vol- 
untary Retirement Plans,” incorporates 
the provisions of the Jenkins-Keogh Bill 
with two fundamental changes: (1) It 
extends the coverage to the pensionless 
employed as well as to the self-employed 
and (2) it limits the deductible amount 
to the lesser of 10% of the individual’s 
adjusted gross income or $1,000. 

In support of its recommendations, the 
Small Business Committee took note of 
the favored tax treatment presently ex- 
tended to persons under qualified pen- 
sion and profit-sharing plans and said 
that “it is wrong that most taxpayers are 
discriminated against by not being per- 
mitted equally advantageous tax treat- 
ment.” The committee went on to say 
that it did not consider revenue loss a 
controlling factor “because what is fair 


for one group of taxpayers should not 
be denied to the rest,” adding that “this 
can be said even more forcefully when 
it is shown what consequences flow froin 
favoritism in the present law.” 


The Senate Small Business Commit- 
tee’s support was widely interpreted 
an indication that the principle of 1! 
bill is gaining further favor in Congress, 
However, the proponents of the idea 
were disappointed in the $1,000 annual 
limitation proposed to be placed on de. 
ductions, having in mind the relatively 
small amount of monthly retirement 
benefits that an annual contribution of 
this amount would produce as compared 
with the benefits payable under most 
company-financed employee _ pension 
plans. Clearly, if the purpose of Section 
3 of the Sparkman Bill is to eliminate 
the present discrimination against the 
self-employed and the pensionless em- 
ployed, it falls far short of that goal. 


Mr. Leslie M. Rapp, Chairman of the 
Advisory Committee to the American 
Bar Association’s Committee on Retire- 
ment Benefits said recently at the Tax 
Forum: 


nD 


® 


“There can be no question that ulti- 
mately legislation along the lines of 
the Jenkins-Keogh Bill will be en- 
acted in some form. The question of 
when will depend largely on economic 
and financial considerations. 


“Clearly the most pressing case can 
be made for the self-employed, and 
relief can be given to this group with- 
out seriously affecting the revenue. 
Sooner or later, however, the pen- 
sionless employed must also. be 
brought under the bill since those 
employees who are forced to provide 
their own retirement are entitled to 
the same right of tax deferment on 
the portion of their earnings so used 
as their more fortunate colleagues 
who are provided for by their em- 
ployers under qualified employee pen- 
sion plans. The United Kingdom has 
shown the way in this area. 


“Eventually, as the revenues per- 
mit, those inadequately covered under 
qualified employee’ pension plans 
should be given an opportunity to 
supplement such benefits by being 
able to participate in a limited way 
under the bill. Canada has already 
established the precedent by allowing 
such persons to come under its legis- 
lation to the extent that the allowable 
deduction thereunder exceeds the 
amount currently contributed by them 
under plans set up by their em- 
ployers.” 


In concluding Mr. Rapp declared: 
“The fight for tax equality in private 
pensions has been carried on for 1am) 
years, and, since the cause is conceded 
to be just, it may reasonably be avtici: 
pated that right ultimately will pre: ail.” 
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RESOURCES 

Cash on Hand and Due from Banks.... . .$156,654,330.22 
U. S. Government Securities. ........... 197,716,062.09 
State and Municipal Securities.......... 71,430,075.79 
Other Bonds and Securities............. 6,303,788.37 
"Looms amd Tihmoowte. ...... sc osc ccecss 317,718,162.60 
Federal Reserve Bank Stock............ 1,050,000.00 
Customers’ Liability on Acceptances..... 9,170.65 
Accrued Interest and Other Resources.... 3,416,532.68 
I I os ate hice ww waw eames 7,000,000.00 
, ener $761,298,122.40 


*Includes $31,650,000 Federal Reserve Funds Loaned. 











LIABILITIES 
Demand Deposits...... $605,838,615.77 
Time Deposits......... 92,076,439.45 
ER cits sda ckenn kaka eee $697,915,055.22 
Dividend Payable July 1, 1958 .......... 487,500.00 
a oe ng win ws Same ea R IS 9,170.65 
Reserves for Taxes, Interest, etc......... 7,806,715.49 
General Contingency Reserve........... 7,633,341.51 
ee .$ 15,000,000.00 
Ns ack a eraneek : 20,000,000.00 
Undivided Profits. ..... 12,446,339.53 
"Detel Comitel Pumas... .......cccese's 47,446,339.53 
Total............$761,298,122.40 
United States Government Obligations and Other Securities carried at $109,709,706 
are pledged to secure Public and Trust Deposits and for other purposes as required 
or permitted by law. 
MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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A Trustman Looks at 


The Variable Annuity 


JOHN F. FRALICK 


Assistant Trust Officer, National Bank of Detroit 


HIS IS AN EXCEEDINGLY INTERESTING 
| ete! in which to review the pros 
and cons of the variable annuity and to 
consider its probable impact on the trust 
business. The cost of living in our coun- 
try has risen in the face of a signifi- 
cant business decline, and many persons 
are fearful that our efforts to stem the 
decline will produce inflationary pres- 
sures more serious than the recession 
itself. At the same time, common stock 
prices have dropped since midsummer 
of 1957 and dividends have been re- 
duced by a few major companies. Com- 
mon stock prices and dividends are ihe 
major determinants of the level of vari- 
able annuity payments. Thus, the vari- 
able annuity concept is undergoing a 
test of its validity at a time when there 
is a growing need for the protection 
which it is supposed to be capable of 
providing. 

Arguments in favor of the variable 
annuity rest on two basic assumptions: 


1. That the cost of living in the 
United States will rise significant- 
ly over long periods of time. 

2. That there will be reasonably close 
correlation between living costs and 
common stock prices and dividends 
over long periods of time. 

The first assumption is strongly re- 
inforced by a study of living costs dur- 
ing the recessions of 1949, 1953-54. and 
1957-58. None of the post-war business 
declines thus far experienced has been 
severe enough to halt the trend toward 
a higher cost of living. Furthermore, 
the outlook for lasting international 
peace does not encourage belief that 
inflation is only a temporary problem. 

The second basic assumption under- 
lying the variable annuity is supported 
by long-range studies of common stock 
prices, dvidends and living costs. Al- 
though there have been periods during 
which stock prices have fallen while 
living costs have risen, as in recent 

This article, written at the request of Trusts 
AND ESTATES, is based in part on a thesis submit- 


ted in 1957 in partial fulfillment of the require- 
ments of The Graduate School of Banking, A.B.A. 
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months, the basic assumption of reason- 
ably close correlation is valid for long 
periods of time. Of course, the ade- 
quacy of a retirement program must be 
judged by its long-term results. 


Opposition to Idea 


Despite the foregoing, the variable 
annuity concept has met with opposition 
from a number of quarters. The larger 
life insurance companies are about 
equally divided on the subject. They 
face contractual, legislative and regu- 
latory problems which must be resolved 
before variable annuities can be of- 
tered to the general public. Strong op- 
position to these contracts has also come 
from the securities business. This op- 
position resulted in a suit filed by the 
S. E. C. in June, 1956, seeking io re- 
strain the sale of variable annuity con- 
tracts by the Variable Annuity Life In- 
surance Company until it has registered 
under the Securities Act of 1933 and ihe 
Investment Company Act of 1940. The 
U.S. District Court in September, 1957, 
held that regulatory authority over the 
insurance business has been delegated 
to the states and that the S. E. C. con- 
sequently has no right to require regis- 
tration of insurance companies issuing 
variable annuities. The Court of Ap- 
peals sustained this ruling in May of 
this year.* 

The regulatory status of variable an- 
nuities wil lremain uncertain until the 
results of pending variable annuity legis- 
lation and the final outcome of the 
S. E. C. suit against VALIC are known. 
In the meantime, the state insurance 
commissioners and state securities com- 
missioners, in addition to the S. E. C., 
claim regulatory authority with respect 
to variable annuities. 

The most common objection to vari- 
able annuities expressed by represen- 
tatives of the life insurance industry is 
the possibility of loss of public confi- 
dence when variable annuity payments 
decline. On the other hand, opposition 


*See June TRUSTS AND ESTATES, p. 549. 


from the securities business is based 
largely on the Treasury Department rul- 
ing that variable annuities will be 
treated as conventional annuities for 
Federal income tax purposes.“ As a 
consequence of this ruling, the holder 
of a variable annuity contract does not 
pay tax on dividend income or capital 
gains of the underlying fund during 
the accumulation period. At ihe same 
time, life insurance companies pay in- 
come taxes at a low rate. Opponents of 
variable annuities contend ihat 
contracts thus provide a tax shelter not 
available to individual owners of securi- 
ues. 


s1 
these 


Effect on Trust Business 

The variable annuity involves ihe in- 
vestment of premiums in common stocks 
for the purpose of accumulating a re- 
tirement fund and is therefore potential- 
ly capable of competing strongly for 
funds which would otherwise flow into 
the hands of trustees. Thus far, however, 
this device has not had any imporiant 
effect on the trust business except in 
ihe pension irust field where a number 
of variable benefit retirement plans are 
in operation. An immediate effect of 
widespread authorization of variable 
annuities would be increased competi- 
tion between banks and life insurance 
companies in the pension field. Even 
some of the life insurance companies op- 
posed to individual variable annuity 
contracts would probably issue group 
variable annuities on the basis that ihese 
contracts ordinarily would be used in 
non-contributory pension plans in which 
the only funds at risk are those con- 
tributed by the employer. 

The probable effect of variable an- 
nuities on the personal irust business is 
more difficult to assess. Single premium 
variable annuities would be attractive 
to many wealthy individuals for re ire- 
ment purposes. Thus, the trust business 
would experience increased competi! ion 
for both its existing and potential age acy 


D 


*Rev. Rul. 185, C.B. 1953-2, 202. 
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business. Periodic premium variable 
annuities probably would offer greater 
competition to the mutual funds and the 
monthly investment plan of the New 
York Stock Exchange member firms 
than to the trust business, although cor- 
porate trustees would also experience 
a significant amount of competition 
from this source. 


Deferment of Federal income taxes 
until retirement and beneficiary pro- 
visions operative at death would enable 
the variable annuity to compete with 
voluntary trusts as well as agency ac- 
counts followed by trusts under the will. 
While it is probable that many indi- 
viduals would be attracted by the sim- 
plicity and tax advantages of variable 
annuities, others would be unwilling to 
give up investment control during their 
lifetime. Although it is difficult to judge 
the degree of competition between life 
insurance companies and corporate trus- 
tees which may develop as a result of 
the variable annuity, life insurance com- 
panies may possess an initial advantage 
to the extent that most individuals ex- 
perience contact with life insurance 
companies prior to contact with the 
trust departments of banks. In any case, 
issuance of variable annuities by life 
insurance companies on a large scale 
would increase the competition for high- 
grade common stocks. 


Pension Plans 


At the present time, the pension plans 
of at least a dozen companies incor- 
porate the variable annuity principle. 
Four of these companies are airlines, a 
fact which may be attributed, at least 
in part, to the early retirement age of 
pilots and the consequent danger of a 
severe loss of purchasing power over 
the long period of their retirement. 

The variable benefit pension plans 
now in existence bear a closer resem- 
blance to the College Retirement Equi- 
ties Fund of the Teachers Insurance and 
Annuity Association than to the vari- 
able annuity as it is likely to be de- 
veloped by the life insurance industry. 
A primary difference between the prob- 
able life insurance company product 
and the typical variable benefit pension 
plan is that the mortality assumptions 
of the latter generally are not guaran- 
leed or are guaranteed to a limited ex- 
tent only. The value of a benefit unit in 
the ‘ypical variable benefit pension plan 
is cqual to the value of the fund di- 
vided by the actuarial present value, ex- 
pressed in units, of all retirement in- 
Come standing to the credit of the par- 
ticipants. Since mortality experience 


Jury 1958 


will determine the aggregate number of 
units standing to the credit of the par- 
ticipants, it will also affect the value 
of the benefit units. Variable benefit 
pension plans are generally non-con- 
tributory with respect to the variable 
benefit portion of the plan. 

A survey conducted early in 1957 
among the pension departments of sev- 
enteen of the twenty largest banks in 
the United States revealed that eleven 
of them were not administering any 
variable benefit pension plans. The six 
remaining banks had a total of at least 
eight such plans in operation, and three 
of the respondents had a total of six 
variable benefit plans under develop- 
ment. This survey failed to reveal a 
high degree of enthusiasm for variable 
benefit pension plans. Some corporate 
managements apparently believe that the 
corporation eventually will be required 
to make up for any substantial reduction 
in the dollar amounts of payments to 
retired employees under these plans. 


A further opposition of corporate 
management is based on the belief that 
these plans have a tendency to increase 
pension costs. Under conventional plans, 
a rate of return from dividends and 
capital appreciation in excess of the as- 
sumed rate reduces the cost of main- 
taining the plan. In a variable benefit 
plan, however, the annuitant receives 
the full benefit of a rate of return in 
excess of the assumed rate. Both of 
these objections, however, appear to 
ignore the probability that management 
will be forced in one way or another to 
keep its pension plans apace with rising 
living costs, as pointed out by Mr. 
Hilary L. Seal in the February, 1958 is- 
sue of Trusts aNnD Estates. Wider 
recognition of this probability may alter 
the views of many management people 
now opposed to variable benefit plans. 


Adapting to Trust Service 


Although the number of variable 
benefit pension plans does not appear 
to be increasing rapidly, the several 
forms which these plans have taken 
should be studied by corporate irustees 
in order to prepare for the stronger 
competition that will no doubt develop 
when life insurance companies are able 
to issue variable annuities. 


Trustees should also consider the pos- 
sibility of adapting the variable annuity 
principle to personal trusts and agencies. 
The variable systematic withdrawal plan 
recently developed by the mutual funds 
may be adaptable to the trust business 
in the form of a trust instrument or 
agency agreement providing for distri- 


bution of principal and income in 
amounts based on the life expectancy of 
the beneficiary or settlor as adjusted 
from year to year. 

Essentially, the variable annuity is a 
manifestation of the growing acceptance 
of common stocks for conservative in- 
vestment purposes. A trustman, believ- 
ing the preservation of purchasing 
power is the goal of conservative in- 
vestment, finds it difficult to take other 
than a constructive view of the variable 
annuity. Despite the obstacles which it 
faces, the advantages of this device may 
eventually result in its widespread de- 
velopment. In this event, corporate trus- 
tees would experience stronger competi- 
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tion from life insurance companies, and 

their versatility would be tested as they 

sought means of adapting the variable 

annuity principle to the trust business. 
AAA 


Former Hearst Estate Opened 
as State Park 


California’s newest state park was 
opened to the public last month when 
500 visitors paid the $2 charge for a 
two-hour tour of the fabulous William 
Randolph Hearst estate at San Simeon, 
half way between Los Angeles and San 
Francisco. Mr. Hearst is said to have 
lavished $50,000,000 on the buildings 
and grounds where he entertained count- 
less guests. The main house alone had 
58 bedrooms. Over more than 30 years 
the castle was built, and rebuilt, as the 
owner worked out his ideas with the late 
Julia Morgan, architect. Not only furni- 
ture, tapestries and works of art were 
brought from Europe, but whole ceilings 
and mosaic floors, mantles and other 
structural parts of the great house. 

The publisher died in 1951] at the age 
of 88. It was his wish that La Cuesta 
Encantada (Enchanted Hill) be given to 
the State of California in the name of 
his mother. His heirs have carried out 
this wish. 


ARIZONA 


Every 
Standard 
Trust 
Service 

















Home Office © Phoenix 


—for estates, individuals 
and corporations. Call upon 
us for any services needed 
in Arizona by your clients 
or customers. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 


VALLEY 


NATIONAL 
BANK 


STATE: 
WIDE 


Longest Bawh inthe Rocky Mousctain, States 


638 











Photo by Los Angeles Examiner 

The Neptune Pool, showing steps to the Main House at San Simeon, California’s 

newest state park, which the late owner, William Randolph Hearst, called La Cuesta 
Encantada (Enchanted Hill). 





President Explains Reasons For 
Trust Department Growth 


The growth of a trust department is a 
matter of education of the bank’s officers, 
employees, directors, stockholders and 
the general public. Ben H. Wooten, presi- 
dent of First National Bank in Dallas, 
who follows this philosophy, stated that 
his trust department “pays all of its own 
operating expenses, its share of the gen- 
eral overhead of the bank, and contrib- 
utes materially to the bank’s net earn- 
ings for the year.” He described the 
practical steps of this “education” in the 
June 12 American Banker. 

The monthly meetings of all bank of- 
ficers are occasionally devoted to trust 
department operations. All contact com- 
mercial officers are encouraged to foster 
trust business and given credit for it. 
Lending officers are in a specially good 
position to know when the trust depart- 
ment can be of real assistance to a cus- 
tomer. The committee for the bank’s pen- 
sion plan, administered by the trust de- 
partment, consists of commercial officers, 
providing another way of developing in- 
terdepartmental understanding. 

At luncheons preceding regular meet- 
ings of the board of directors, trust de- 
partment presentations have informed 
every director how he can help in de- 
veloping trust business. The trust com- 
mittee has rendered such fine service 
over the years that it is considered an 
honor to be elected to its membership. 

At monthly luncheons for women 
stockholders — who outnumber the men 
stockholders — representatives of the 
trust department explain trust services, 
provide literature and answer questions. 
Since some of the ladies prefer to dis- 


cuss their business affairs with another 
lady, a woman who has been with the 
trust department 12 years is always one 
of the representatives. 

The corporate trust division is profit- 
able to the bank in many ways besides 
the actual remuneration. Close ties are 
made with corporations and municipali- 
ties. Good relations are established with 
security dealers and with correspondent 
banks in the communities served. 

“With support of top management and 
zealous co-operation of the entire bank- 
ing staff,” Mr. Wooten said, the trust 
department “cannot only render a great- 
ly enlarged service, but render it at a 
profit to the bank.” 

A A A 
Trust Memos TO BANKING OFFICERS 

Short memos once a week from the 
trust department to the banking officers 
have proven effective in producing new 
trust business according to H. Leroy 
Austin, vice president and trust oflicer, 
Third National Bank, Nashville. His 
memos are short — usually one type- 
written page. They deal with tax saving 
through a marital deduction, disadvan- 
tages of jointly held property, reasons 
for having or up-dating a will, the spe- 
cial problems of professional people, 
the status of business loans after death, 
planning for a closely-held business in- 
terest in an estate, the choice of an 
executor and other appropriate topics. 

One of the best features of these 
memos is the final paragraph in which 
a suggestion is made to the banking of- 
ficer as to exactly how he can recognize 
a customer of the kind described and 
get him talking about his particular 
problem. 
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NOTES FROM MILLION DOLLAR ROUND TABLE 


HANGES IN THE CLASSIFICATION CATE- 

gories of Million Dollar Round 
Table members, including a new cate- 
gory — “continuing” membership — 
were made at the annual meeting of the 
Round Table at the Banff Springs Hotel 
in the Canadian Rockies, June 17-20. 
Over 700 were registered. 

Adon N. Smith II, C.L.U., Northwest- 
ern Mutual Life, Box 6084, Charlotte, 
N. C., was elected Chairman of ithe 1959 
Round Table, to 
succeed William D. 
Davidson, C.L.U.. 
associate manager 
of Equitable Life 
Assurance Society 
at Chicago, on 
October 31, the 
end of the 1958 
Round Table year. 
Robert S. Albritton, C.L.U., Provident 
Mutual Life, Los Angeles, was chosen for 
the new Vice-Chairmanship. 

The by-laws changes provide for four 
principal classes of membership: (a) 
Qualifying, (b) Continuing, (c) Life, 
and (d) Qualifying and Life. An appli- 
cant will be eligible for the new Con- 
tinuing membership if he has been ap- 
proved as a Qualifying Member for 
three or more prior consecutive years. 
Continuing membership is available only 
for the year immediately following the 
close of a period of such consecutive 
qualification, and may not be counted 
toward qualification as a Life Member. 

The hope that the life insurance busi- 
ness will soon de-emphasize price com- 
petition, because of its tendency to dis- 
tract the public from the real reasons 
for buying life insurance was expressed 


by Mr. Davidson, in his report as Chair- 
man. 





ADON N. SM!TH 


“There has been a irend ioward see- 
ing who can set up the lowest premium 
and the highest cash value, and strong 
promotion of this with the insuring pub- 
lic. This will tend to divert people’s at- 
tention from the more important basic 
reasons for insuring — which is to 
cover their needs,” Mr. Davidson re- 
marked, adding the hope that this is a 
passing phase. 

Mr. Davidson expressed gratification 
at the 23% increase in M.D.R.T. mem- 
bership over last year’s record, bringing 
the current figure to 2,987, double that 
of four years ago. There are 804 first- 
time qualifiers this year. He announced 
the first 10 companies in number of 
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1958 qualifiers were: New York Life 
with 420 (an increase of 107 over 1957), 
Northwestern Mutual 247; Massachu- 
setts Mutual 191, New England Mutual 
Life 138, Equitable Society 132, Mutual 
Benefit Life 115, Penn Mutual 93, Mu- 
tual of New York 81, Connecticut Mu- 
tual 78, and National Life of Vermont 
and Prudential, 73 each. 

The first morning session was given 
over to a detailed analysis of a hypo- 
thetical estate planning situation of two 
business associates, followed by recom- 
mendations for solutions. These in- 
cluded life insurance, sale of corpora- 
ation stock, bequests of stock, gifts, 
elimination of joint checking account, 
testamentary trusts, group life, a pen- 
sion plan, increase of certain corporate 
salaries, and the advisability of increas- 
ing the present rental income being 
paid by the manufacturing company to 
the realty company, both owned by the 
principals. 

The case study presentation was han- 
dled by Benjamin L. Stern, New Eng- 
land Mutual Life, New York City; Wil- 
liam C. Miller, partner at Los Angeles 
in the accounting firm of Price, Water- 
house & Co., and Denis B. Maduro, New 
York City attorney, who is counsel to 
the M.D.R.T. 

In the afternoon there were three 
case presentation, with Messrs. Stern, 
Miller and Maduro acting as discussion 
leaders at each workshop in rotation. 

Room-hopping sessions, popular high- 
light of these meetings in recent years, 
were conducted on Thursday evening. 
One of these was a four-in-one feature, 
moderated by Arthur F. Priebe, C.L.U., 
Penn Mutual Life, Rockford, Ill, on 
various phases of organization, training 
and approach. 

Other room hosts and their subjects: 
Raymond F. Triplett, C.L.U., New York 
Life, San Jose, Calif., “Uses of Cor- 
poration Insurance in Estate Planning;” 
John Mulock, Mutual Benefit Life, Clear- 
water, Fla., “Super Split Dollar in De- 
ferred Compensation;” Mark B. Hig- 
gins, Equitable Society, Pittsburgh, 
“Group Insurance Coverages;” Irving 
F. Ash, Mutual of New York, Beverly 
Hills, Calif., “Simplified Selling of 
Larger Cases;” David A. Bardes, Mutual 
Benefit Life, San Francisco, “Estate 
Planning;” Joseph N. Desmon, C.L.U., 
Continental Assurance, Buffalo, N. Y., 
“Pension Planning for Small Busi- 
nesses;” Alfred S. Howes, Connecticut 


Mutual, New York City, “Insuring Un- 
insured Profit-Sharing and Pension 
Plans;” Edwin G. Davies, Manufacturers 
Life, Los Angeles, “Open Sesame to the 
Close Corporation;” Z. Willard Finberg, 
C.L.U., Great-West Life, St. Paul, “Busi- 
ness Insurance for the Sole Proprietor ;” 
W. Franklin Scarborough, New Eng- 
land Life, Ridley Park, Pa., “Life In- 
surance Programming and Estate Plan- 
ning—Conservation and Distribution.” 

Extracts from some of the discussions 
follow. 


Deferred Compensation 


HerMAN C. BIEGEL, attorney, Lee, 
Toomey & Kent, Washington, D. a 

It has become increasingly common 
for employer and employee to enter into 
a contract in which generally the period 
of employment is fixed and the employ- 
ee’s compensation for that period is 
fixed. In addition the contract provides 
that at the end of the period of active 
employment the employee will receive 
a specified amount per annum provided 
that he does not engage in competitive 
activities and/or that he is available for 
consulting services to his former em- 
ployer. 

This form of deferred compensation 
raises two fundamental tax questions: 
(1) Will any amount be taxable to the 
employee while he is working, on either 
the constructive receipt or the economic 
benefit theory? (2) If not, will be com- 
muted value of the benefits be taxable 
to the employee on retirement rather 
than as he receives payment? 

In this situation where additional di- 
rect compensation would not help the 
employee much and where the employer 
wanted a “hold” over the employee, such 
as being able to impose a forfeiture of 
future payments in the event of resig- 
nation, an arrangement to take care of 
this should not be regarded as construc- 
tive receipt of income. 

As far as the economic benefit theory 
is concerned the mere promise to pay 
on the part of an ordinary business 
corporation is not the equivalent of an 
insurance company agreement to make 
payments under an annuity or insurance 
contract. The theory is probably not 
applicable for another reason. The usual 
contract provides that the employee will 
forfeit his right to receive the pension 
in the event he leaves prior to a stated 
time. Accordingly, the employee should 
not be taxed currently on the employer’s 
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promise to pay in the future, regardless 
of its value. The Tax Court held in 
Harold G. Perkins 8 T.C. 1051 (1947), 
that even where funds were actually put 
away for an employee, the employee 
could not be taxed on that portion of 
the fund which was forfeitable in the 
event he left within five years. 

In resisting the idea that the com- 
muted value of the payments is taxable 
at retirement, there is again the fact 
that an ordinary corporation’s promise 
to pay is not analogous to an insurance 
or annuity contract. 

The contingency with respect io ren- 
dering consulting services should be 





real and effective. Not every employee is 
one whose services as a consultant would 
be valuable. Accordingly, this condition 
should be used only where some show- 
ing can be made as to the worth of the 
individual in a consulting capacity. The 
agreement should specify a minimum 
period of time in which-.the employee 
will be available for such services and 
the employer should actually use him 
during that period. 

The particular method or methods of 
providing deferred compensation de- 
pend upon balancing the respective ob- 
jectives of the employee and the em- 


ployer. The employee is looking for se- 
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curity for himself and his family in 
the future; a greater after-tax return on 
additional compensation; and perhaps 
a stake in the business. The employer 
is looking for added ‘incentive to the 
employees; the retention of executive 
employees and/or the. attraction of new 
executives; and perhaps increased pro. 
ductivity — all of this at not too ex. 
orbitant a tax cost. 

What are the employer and the em. 
ployee willing to pay for this? Will ihe 
employer insist on a current tax deduc- 
tion? If so, the non-qualified deferred 
compensation arrangement is not prac- 
tical and a broader group must be in- 
cluded. Will the employee waive the 
certainty of current cash after taxes 
for the possibility of more money later 
on? Will he insist on getting capital 
gain? Will both the employer and the 
employee act without the benefit of a 
ruling from the Internal Revenue Serv- 
ice? 

It is apparent that each plan must be 
tailor-made to the particular situation 
and the objectives desired. And even 
though there is no statutory provision or 
definite ruling svecifically covering the 
tax consequences of a 
pensation contract, there is_ sufficient 


deferred com- 


legal basis for setting up a “good” con- 
tract of that type within the framework 
of the general principles of tax law out- 
lined. 

“Living Values” 

A. Jack Nusspaum, Massachusetts 
Mutual Life, Milwaukee 

There is deep concern about the trend 
toward the increasing sale of term and 
group coverages as compared with per- 
manent ordinary forms of life insur- 
Round Table should 
stress the sale of permanent insurance 
both in their own selling and in the 
influence they exert in the business. 

Of the $458 billion of life insurance 
in force at the end of 1957, about 40% 
had no “living values,” and of the 
$66.7 billion sold in 1957 about 54% 
was in group, term and the term por- 
tion of the family policy. Round Table 
members can do much to this 
problem. They are the top salesmen in 
the country. They have the respect of 
the people with whom they do business. 
In most cases the prospect buys what 
they recommend. 

For most people living-value permanent 
life insurance is the best investment 
they can make. If underwriters are ©on- 
vinced that this is so, then they owe 
an obligation to the industry to sell ihe 
idea to their clients, companies an¢ as 
sociates. 
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The National Association of Life Un- 
derwriters (of which Mr. Nussbaum is 
immediate past president) at its midyear 
meeting took a strong stand against 
abuses of the bank-loan type of life in- 
surance sale. There is nothing wrong 
with any plan of life insurance if it is 
properly and honestly sold. People buy 
life insurance to protect dependents and 
not because of a tax deduction. But 
some direct mail.approach letters have 
played up to the tax avoidance angle 
and this sort of thing can.invite legisla- 
tion which might affect the borrower of 
money on life insurance for the ordinary 
and normal purposes. 


Trusts With Insurance 


Irvine F. Asu, Mutual of New York, 
Beverly Hills, Calif. 

Trusts are a very important pro- 
cedure but one word of caution is in 
order. In the event securities are placed 
into a trust by the parents for the chil- 
dren and the income from this trust is 
used to purchase insurance on the lives 
of the parents, the income used for this 
insurance is considered reportable in- 
come to the parents who are the donors 
of the trust. True, the insurance pro- 
ceeds in the event of death of the par- 
ents who are the insureds would pass 
to the children free of estate taxes. How- 
ever Congress ‘might vote in a rein- 
statement of at least a part of the 
premium payment test. 

There is always the possibility of sale 
of insurance on the life of the wife, 
since her death also would present a 
lax on an estate which the husband has 
always considered his. In our commun- 
ity property states this is very preva- 
lent. 


Close Corporation Loans 


Epwin G. Davies, Manufacturers Life, 
Los \ngeles 

Few corporation executives are in the 
fortunate position to answer no to both 
of these questions: “Mr. Prospect, have 
you at the present time or is it con- 
ceivahle that you might in the future 
have a bank loan for the purpose of 
implementing your working capital?” 
Most bank loan forms contain a state- 
ment similar to the following: “If bor- 
Tower is a corporation, it will not, with- 
out {ie consent of the bank, pay any 


dividends on any of its outstanding 
shares or purchase or retire any of its 
shares, or alter or amend its capital 
struciure.” 


This means that the borrower will not 


purchase or retire any of its shares. 
Ther-fore, any stock agreement that is 
JuLy 1958 


in effect between a stockholder and the 
corporation could not be put into force 
until the bank loan had been liquidated 
or renegotiated. The corporation may 
have, in effect, by signing this agree- 
ment, violated a previous commitment 
under the stock retirement agreement, 
since it may not be in a position, should 
a stockholder die, to immediately liqui- 
date the bank loan. Moreover, renego- 
tiating a loan after the deathzof a key 
executive may not be so easy. i 

One answer that will prevent disaster 
is key man life insurance on the man in 
the corporation to whom the bank would 
look for the satisfaction of its loan. 


Insured Plans 


Paut W. Cook, C.L.U., Mutual Bene- 
fit Life, Chicago 

The market and profit, for most com- 
missioned men, is still the small pension 
plan, which should be fully insured. 
1956 figures show that out of 20,780 
insured plans, 13,580 were still indi- 
vidual policy plans with many more 
group permanent and regular group an- 
nuity plans; so individual policy plans 
and fully insured plans are still a pretty 
lively corpse. 

Experience and competition have 
forced all of us to be factual and the 
competition between insurance compan- 
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ies and banks for larger pension cases, 
and the competition of various types of 
funding within an insurance company, 
have developed on a more stable basis. 
No longer can the consultant claim with- 
out refutation that a self-administered 
plan will save his client 30% over indi- 
vidual policies or 5-10% over group 
annuities through the use of inadequate 
mortality assumptions, high turnover 
factors, unrealistic salary scales, and no 
expense allocation. 

The facts are that the insurance com- 
panies, trustees, and independents must 
take a realistic viewpoint of their cost 
and the recognized features of each plan. 
A great advantage of an insured plan 
is the continued management of the in- 
surance company. Unlike many consult- 
ing firms, the insurance company is 
very stable, provides a continuing source 
of actuarial advice, and can be relied 
upon to come to its client’s aid when 
problems arise. This same degree of 
service cannot be performed as efficient- 
ly by the bank-consultant combination. 
The insurance company performs all of 
its tasks (administrative, actuarial, and 
investment) under one roof, and that 
is the most valuable product we have to 
sell. 

For the record, it is well to summar- 
ize briefly the arguments which are ad- 
vanced by proponents of both methods: 


1. As far as mortality is concerned, 
the method of funding will not af- 
fect the rate of mortality among 
active lives or annuitants. While 
the insurance company does pro- 
vide an annuity guarantee, rate 
adjustments will in the long run 
force each case to stand on its own 
feet. 

2. As far as investments are con- 
cerned, the insurance company can 
achieve a higher rate with com- 
parable safety because of its mort- 
gage and real estate operations and 
direct placements of industrial se- 
curities, but on the other hand it 
must pay income tax on these in- 





EXPENSE FACTORS 








Middle-size Large Deposit 

Individual Group Group Administration 

Policy Permanent Annuity Regular IPG 

Administration _____..____..._._. La 1.5 12 : ie I ee | 

Sales and Service —_....... 7.6 3.4 1.5 1.0 1.0 

Premium Taz 1.5 1.5 8 8 8 

Contingency Reserves ____.. 3.0 3.0 1.5 1.0 0 

Total 13.8 9.4 5.0 3.9 2.9 
vestments and it cannot invest oped which takes advantage of the in- 


broadly in high-yielding common 
and preferred stocks, 

3. Administratively, the insurance 
company may have an edge in serv- 
ice, but it frequently pays premium 
taxes and it does pay commissions, 
even though the rate on group an- 
nuity policies is not high. 

4. Outlay, under various types of 
funding, has often been confused 
with cost. An actuarial estimate is 
at best a schedule of permissible 
deductions under the Internal Rev- 
enue Code and its Regulations, and 
usually contains little in the way 
of significance as to ultimate cost. 
The benefits of the plan, plus ex- 
penses, are the cost of the plan, 
which are met by contributions plus 
interest. The larger the contribu- 
tions, of course, the more interest 
will be available for cost reduc- 
tion. 


Cost factors can be estimated through 
commission rates, dividend scale, and 
annual statements. After discussing this 
matter with many Home Office and inde- 
pendent actuaries, I do not believe that 
our expense factors are more than the 
accompanying table. Individual policy 
and group permanent have inherent 
guarantees which if they were not part 
of the structure and operation, would 
have to be charged for separately. 
Therefore, the total expense of these 
items has a factor for guarantees in it 
which deposit administration cases do 
not have. You pay your money and take 
your choice in administration, sales and 
service, and surplus guarantees. 

Very recently a plan has been devel- 
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Trust Departments in the 
Pacific Northwest. 


2nd Avenue at Spring St. Seattle 


surance company’s stewardship and con- 
tract guarantees to a considerable degree 
and still allows the client to try his 
wings without the danger of getting 
them singed too badly. The plan calls 
for a division of the pension fund be. 
tween the insurance company and the 
bank and for this reason it is some- 
times called a “split-fund” plan, al- 
though the phrase “combination” or 
“cooperative” plan would probably be 
more descriptive. The essentials of the 
split-fund plan are as follows: 


1. At the outset, the employer’s an- 
nual contribution for pensions is 
divided between the insurance com- 
pany and a trust fund according to 
some predetermined percentage. 


2. The trust fund is invested pre- 
dominantly in stocks for the pur- 
pose of obtaining long-term capital 
appreciation. 


3. All annuities are purchased from 
the insurance company, which also 
makes all actuarial calculations, 
and supervises in a general way 
the solvency of the plan. 


One of the most important advantages 
of this arrangement is that the insurance 
company’s investment portfolio is sub- 
stituted for government bonds or what- 
ever safe but low-yield securities might 
be held otherwise by the trust. In addi- 
tion, there is no need to hire a con- 
sultant, and the bank or trustee is re- 
tained in the more conventional capacity 
of an investment medium. 


There are many pension funds operat- 
ing today on a self-administered basis 
which could be improved by the sub- 
stitution of a split-fund plan. In order 
to make the change it is merely neces- 
sary to provide that a portion of future 
contributions be paid to the insurance 
company under a deposit administration 
group annuity contract. 


A A A 


@ Total life insurance owned by families 
in the U.S. and Canada at June 30 is 
estimated by the Institute of Life In- 
surance as $480,000,000,000 compared 
with $456,000,000,000 at the end of last 
year. Ordinary life policies are averag- 
ing 10% higher than a year ago. 
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IRVING TRUST COMPANY 


NEW YORK 


STATEMENT OF CONDITION, JUNE 30, 1958 











ASSETS 
Cash and Due from Banks. . . . . $ 482,534,142 
Securities: 
U. S. Government Securities . 470,710,908 
Securities Issued or Underwritten 
by U. S. Government Agencies . 48,616,627 
Stock in Federal Reserve Bank . 3,240,000 
Other Securities . 16,490,223 
539,057,758 
Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
or its Agencies . 27,718,073 
Loans Secured by 
U. S. Government Securities . 178,968,375 
Other Loans. 748,956,730 
955,643,178 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages 19,471,414 
Conventional First Mortgages 
on Real Estate. 377,387 
19,848,801 
Banking Houses . -_ 16,535,423 
Customers’ Liability for 
Acceptances Outstanding 47,998,371 


Accrued Interest and 

















Other Assets. eo 7,905,461 
Total Assets . . . . $2,069,523,134 
LIABILITIES 
Deposits . ee . . . $1,862,648,379 
Taxes and Other Expenses . 13,880,390 
Dividend Payable July 1, 1958. 2,040,000 
Acceptances: Less Amount in 
Portfolio. 50,431,698 
Other Liabilities . 5,889,751 
Total Liabilities . 1,934,890,218 
CAPITAL ACCOUNTS 
Capital Stock (5,100,000 shares— $10 par) 51,000,000 
a 57,000,000 
Undivided Profits ‘ 26,632,916 
Total Capital Accounts 134,632,916 





Total Liabilities and 


Capital Accounts . . . $2,069,523,134 








U. S. Government Securities pledged to secure deposits of public 
monies and for other purposes required by law 


amounted to $207,474,831. 
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PROFESSIONAL. .INVESTORS DIGEST 


Sidelights ... Trade Winds , 





AUTOMATION 
(Continued from page 615) 


since, as the company officials remarked, 
“defense is not only big business but 
a permanent necessity.” 

Radar-systems — land, sea and air — 
have engaged an important part of ihe 
company’s activity as has the develop- 
ment of missile handling and launching 
systems, in which AMF has attained 
leadership from design to delivery. The 
Talos installation at White Sands Prov- 
ing Ground, N. M., accepted by ihe 
Army last year, was AMF designed and 
built, as were a number of radar 
trainers for Navy and Air Force, along 
with communications equipment for the 
Signal Corps. 

Automatic weapons, gun loaders, and 
recoil and calibrating mechanisms, 
along with various testing apparatus 
for missile and plane, underwater ord- 
nance and atomic energy control, add up 
to a sizeable total of sales (even with the 
drop-off in defense contracts in recent 
months) and provide both experience 
and bases for future products and adap- 
tations. For example, the series of auto- 
matic test equipment modules or “build- 
ing blocks” are expected to have wide 
uses in industrial fields in keeping with 
the progress of plant and process auto- 
mation. The company has also developed 
a quick-heating chemical battery ihat 
solves a key problem in guided-missile 
mechanism, and which may have further 
automotive uses. 

The newness and quick obsolescence 
nature of such equipment preclude as- 
sembly-line or volume techniques for 
most items but cost-plus contracts make 
it possible to carry on development work 
that can open profitable new lines, 
either as military items are settled on 


.. Memos. 


.. Portfolio Studies 


or peaceful uses found. It was noted 
here that manned aircraft, far from out- 
moded, will be using more and more 
electronic equipment for ground con- 
trol, as well as in flight operation, and 
even office work. 


Atomic Energy 


Reappraisal of the company’s position 
and prospects in nuclear energy led to 
concentration on the research reactor, 
special controls and handling equipment 
and curtailment in the field of power- 
plants. In the former area “stock” items 
are beginning to be developed, and AMF 
Atomics (Canada) has started produc- 
tion of its fuel element manufactory to 
meet needs of the large reactors at the 
Ontario research center. 

Design, testing and production activi- 
ties cover a variety of power and re- 
search reactor control and fuel handling 
phases, with allied engineering and 
fabricating work for medical, chemical, 
metallurgical and mineral processing 
and equipment. The company is the 
largest supplier of complete research re- 
actor installations, both here and abroad, 
and has been expanding its activities in 
remote handling, irradiation and isotope 
control equipment. 


Post-War Acquisitions 


Entry into the blooming juvenile 
goods market was made in 1951 by pur- 
chase of the Junior Toy Corp. and its 
line of velocipedes, the largest selling 
brand in the country. The tubular metal 
furniture part of its operation has been 
discontinued as too highly competitive 
and low margin, and as facilities were 
needed to meet increasing sales of three- 
wheelers. At the same time, the Cleve- 
land Welding Co. was acquired to add 


its line of bicycles (Roadmaster and 
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Shelby) and extend the customer ap- 
peal upward from age two. The Cleve- 
land Welding Division, with its rugged 
weld process, now concentrates on rims 
and motor frames for trucks and trac. 
tors and industrial vehicles, and has de. 
veloped a major line of jet engine rings. 
Until recently demand for bicycles, ioo, 
had been growing, but it is possible that 
the present dip will be more than made 
up as families increase and move to 
suburbs. 


English competition, too, has played 
a part, as they introduced lightweight 
models earlier. AMF participated in this, 
however, as agent for the English “Her- 
cules” which accounted for one-third of 
the company’s bicycle income. Anyone 
watching the villagers or workers pedal- 
ling in droves down the streets of every 
city and town in Denmark, England. 
Germany. Austria and Holland 
wonder where there would be room for 
another “bike.” He may also 
what would happen if Americans took 
up cycling — for work transport and 
pleasure — to anything like the same 
degree. Which they may do, even in re- 
tired ages, given the cycle paths or other 
safety precautions that prevail abroad. 


must 


wonder 


The line of wheel goods was quite 
fully rounded out when, in 1954, the 
BMC Mfg. Co. was absorbed and its 
line of juvenile tractors, trucks and 
wagons redesigned and integrated with 
the nation-wide dealer outlets alread) 
set up, as well as with the Junior Toy 
Division manufacturing facilities. 


Latest development in the sporting 
goods field was the purchase in 1957 ol 
W. J. Voit Rubber Co. which introduced 
rubber covered balls for a complete line 
of basket-volley and footballs that are 
used in a hundred thousand schools. 
The largest producer in the world of 
such athletic equipment, the Voit divi- 
sion has expanded into other playground 
equipment and snorkles, spear-guns and 
other accessories for the new popular 
sport of skin-diving, in addition io de 
veloping a volume of automotive re 
tread rubber and tire-repair materials. 
Thus AMF has about as extensive and 
complete coverage of the sports fields — 
from toddler to athlete to retired per 
sioner — as any corporation in the 
world and stands to benefit from the 
variety offered to its often common mar 
kets or sport-shops, as well as from the 
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recession-resistant nature of such lines 
of products. 


Electric Relays 
\nother field was added to AMF in- 


terests when a small company making 
telephone and other midget-size relays 
was bought in °51, and looked promising 
enough so that when ihe company saw 
a chance to buy Potter & Brumfield 
three years later, it became one of ihe 
largest producers of electric relays, used 
in such diverse places as vending ma- 
chines, toys, air conditioners and re- 
frigerators, TV sets, jet aircraft, mis- 
sile control and submarines. Sub-minia- 
turized relays, brought out last year, 
have further extended the market, which 
will naturally expand along with auto- 
mation in its many forms. While small 
in size, their variety of uses, plus the 
fact that the products in which ihey are 
used are almost all in a stage of rapid 
change and streamlining, tend to make 
this a good repeat volume business. 


And Now Comes Bowling 


Bowling is fast becoming America’s 
No. | sport: some 22 million patronized 
70,000 ABC certified alleys in operation 
by the end of last year and spent a 
quarter of a billion dollars for fees 
and equipment in °57. When the AMF 
Automatic Pinspotter was perfected and 
introduced in 1951/2 there were 56,000 
alleys and about two million members 
of the American Bowling Congress, com- 
pared to well over three million ioday. 
The Pinspotter not only brought new 
life io the sport but changed the charac- 
ter of the business and of the bowling 
establishments themselves, actually start- 
ing a new mechanical industry. 

Not only has the number of bowlers 
more than doubled in the last ten years 
but the average use of alleys has risen 
greatly with mechanization. Besides as- 
suring accuracy, costs of operation have 
been substantially decreased by pin- 
spotters, A 50-lane establishment used to 
require 1,000 pinboys, with added costs 
of keeping Social Security and other 
records; today it takes iwo mechanics 


in peak seasons. 


More important is the fact that Bowl- 


ing has become a family as well as a 
team sport, played in almost country- 
club style surroundings: comfortable 
lounges, snack bars or even cafes, some 
with a nursery for children where 
clos-i-cireuit TV allows watching from 
the alleys! School and college students 
find it a good place to take dates or to 
coniete with informal “teams,” almost 
a nullion women are enrolled in the 
JuLy 1958 


Bowling Congress, and nearly 150,000 
belong to the junior leagues. 


AMF has the major stake in this 
mechanization: of the 39,000 mechan- 
ized lanes, 30,000 were equipped with 
AMF electronic pinspotters which are 
under lease, in contrast to Brunswick- 
Balke’s mechanical spotters which are 
sold outright. Not all the 31,000 non- 
mechanical lanes are suitable for spot- 
ters, but most will probably be auto- 
mated in the near future, especially as 
leasing allows the machine to pay for 
itself — at the present rate of 10c a 
game the first 10,000 and, commencing 
with the new bowling year starting 
October 1, down to 6c over 15,000 in a 
year — after installation charge of only 
$500 a machine. At mid-year, AMF had 
signed the order for its 40,000th Pin- 
spotter, and estimates of °58 shipments 
had to be revised from the earlier figure 


of 7,000 to 9,000. 


Popularity vs. Saturation 


The saturation point is naturally a 
concern, but growth of both population 
and leisure time favors greater use of 
present alleys and more establishments 
in new population and shopping centers. 
As schools foster more participation in- 
stead of spectator sports, and as indus- 

























field 


trial companies and business houses fos- 
ter more “house” teams for employees, 
with women and young people attracted 
in greater ratio, prospects look good for 
a long time. 

Bowling is practically a contra-reces- 
sion activity; even in areas of recent 
unemployment the use of alleys has in- 
creased as people had more time. For- 
merly a seasonal sport in more sections, 
air-conditioning as well as the greater 
player interest is giving bowling a year- 
round operation, thus adding revenue 
to leased equipment and making it more 
profitable for proprietors. The credit 
loss record is amazing: one-seventh of 
1% over the past seven years. And the 
Pinspotter keeps its own record of the 
number of games played, which can be 
checked by company representatives 
when they make their regular inspec- 
tions to keep the equipment in top 
operating condition. This, and the com- 
pany’s policy of training mechanics for 
the operators, makes for valuable good- 
will as well as full efficiency of ma- 
chines and customer satisfaction. 


Lanes and Equipment 


Contributing further to attractiveness 
of bowling surroundings, lessening the 
noise — and providing added source of 
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income to AMF — was the innovation 
of the underlane ball return introduced 
by them in 1955; following acquisition 
of National Bowling & Equipment Co., 
which also brought in a line of player 
equipment. Shipment of the company’s 
new lanes increased 75% between °56 
and °57, accounting for half of all lanes 
installed last year when, for the first 
time, AMF Pinspotters and equipment 
were used at the annual tournament of 
the American Bowling Congress. By ro- 
tation, this year’s tournament will use 


Brunswick-Balke, and in ’59 again AMF. 


To complete its line of alley equip- 
ment, the company purchased United 
Block Co., a maker of bowling pins, in 
56, and since that time has also added 
the Score Projector to its “Radaray” 
foul detector and “Pindicator” Signal- 
ing units. Balls, pins, bags and shoes 
complete the line and are, in part, a 
repeat-order type of business. 


Lock Washers and Small Motors 


The year 1952 saw a further diversi- 
fication, first through the purchase of 
the then 34-year-old Thompson-Bremer 
& Co. business of “Everlock” lock- 
washers and related fasteners used in 
hundreds of industrial products such 
as home appliances, refrigerators, auto- 
motive equipment, etc. The trade ac- 
ceptance of this brand augurs well for 
volume replacement or repeat sales, and 
again maintains contact with many pros- 
pects for current or prospective com- 
pany products. 


AMF also entered the now highly 
competitive field of small electric mo- 
tors by acquiring Leland Electric and 
its Canadian affiliate. The range of 1% 
to 20 HP motors and generators have 
had wide adoption for farm, home, com- 
mercial and industrial purposes, but are 
best known for their explosion-proof 
qualities (a majority of filling station 





DeWalt radial arm saw and home workshop 
units are leaders in the “do-it-yourself” set. 
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pumps are Lelands) and for use with 
submersible pumps. 


Entree to Oil Industry 


American Iron & Machine Works Co. 
has served the oil well drilling industry 
for 35 years, first for service and repair, 
later changing to manufacture of rotary 
drilling tools which are sold around the 
world since the company became an 
AMF subsidiary in 1955. A major pro- 
ducer of tool joints and fishing tools, 
collars, pump valves and seats, the pre- 
cision-type operations fitted in nicely 
to those of the subsequently acquired 
J. B. Beaird Co. which had served the 
gas and oil, and later the petrochemical 
industry, since 1918, with plants in 
Louisiana, Iowa and California. This 
operation has the cycles of ups and 
downs of such heavy-duty work but has 
generally been a good income producer. 


Beaird pioneered in liquid-petroleum 
gas storage and hauling equipment and 
is now the world’s largest maker of 
home LP systems. It also developed the 
first entirely “packaged” compressor 
plant and holds first place in these sales 
. . . Products presently include piling 
for off-shore drilling, rail-car tanks and 
other mobile equipment (both standard 
and custom) with sales offices also in 
Canada and Venezuela. Providing es- 
sential products and services in the al- 
ways growing oil industry, and capable 
of supplying custom as well as standard 
jobs and service, the AMF management 
sees real potential in this division. 


Engineering Spells Growth 


With such a broad diversification of 
product lines and activities, it has be- 
come increasingly imperative that AMF 
keep tight control over research and de- 
velopment to avoid diffusion of effort 
and unproductive ventures. This does 
not mean that research suffers from the 
often stultifying limitation of “product 
development;” on the contrary, the com- 
pany has established a rather distin- 
guished reputation for its achievements 
in nuclear fields and a broad range of 
government defense projects, not to 
mention its general industrial innova- 
tions. In evidence are the 16 research 
atomic reactors, either already built or 
in process of installation, of which 11 
are outside of the United States, a rec- 
ord unmatched by any other company 
to date. 

The Central Engineering Division op- 
erates in seven separate locations from 
Connecticut to Colorado and numbers 
1,300 employees, representing an outlay 
of some $6 million annually. It has just 









Manufacture of radar antennae requires pre- 
cision skills to meet rigid service demands. 


now been incorporated into a new Gov- 
ernment Products Group, together with 
the Defense Products Group, in a move 
designed to integrate these allied serv- 
ices for better results in complex missile 
and electro-mechanical systems. Addi- 
tionally, the recommendations of these 
highly-trained specialists are often of 
paramount importance in guiding man- 
agement decisions in new ventures or 
discontinuance or consolidation of pres- 
ent operations. Management’s minimum 
objective in any undertaking is a 10% 
return after taxes; if experience shows 
that this is unattainable and research 
can find no answer to improved margins, 
a decision becomes inevitable. As an ex- 
ample, assets of the Turbo Division 
were sold (at a profit) last year, and 
the Company also withdrew from the 
manufacture of atomic power plants. 

The company is also placing stress 
upon a centralized marketing division 
to coordinate overall operations through 
market studies on present product lines, 
as well as new ones or potential ac- 
quisitions, and to gauge size of markets 
and their profitability. A New Products 
Committee functions specifically in ihis 
area, too. 

With more than 15,000 employees in 
the company’s plants and rising costs a 
matter of continuing concern, special- 
ists have reported stepped-up efficiency 
through the company’s work simplifica- 
tion program which was expanded from 
five to eleven plants during 1957. Like- 
wise, employees with managerial abili- 
ties are enrolled in the training program 
designed to explain industrial manage- 
ment functions. 


Lease or Sale for Pinspotters? 


A casual glance at the income state- 
ment for 1957 might seem to understate 
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the relative importance of the $34 mil- 
lion-plus rental income as a percentage 
of total volume of nearly $262 million. 
Obviously, this is not so because the 
nearly $29 million pinspotter income, 
while far from net, represents what 
would be gross profit from a very large 
volume of sales. This leads to the dis- 
cussion of leasing versus outright sale, 
with the beam pointing strongly to the 
present leasing policy, in contrast to 
the opposite policy followed by its com- 
petitor. 

The Pinspotter is a service mechanism 
which earns and pays its way as it 
operates; the alley proprietor receives 
his fee from the bowler and AMF takes 
what would have been paid to the pin- 
setter in the old days (without a tip), re- 
ceiving each week the contract price 
shown by the counting device, on a 
declining scale. The proprietor has no 
initial capital cost beyond installation, 
no borrowing for installment servicing, 
and is assured of AMF interest in keep- 
ing the machine fully operative because 
of community of interest — namely, no 
operation, no income for AMF. 

The company had followed the policy 
even though not in the lease, that future 
contract reductions are passed on io 
existing users, as well as new mechanical 
improvements. Another plus is that AMF 
can and insure these machines 
through a blanket policy against fire 
loss at its own expense. These advan- 
tages appear to be very real from the 
viewpoint of the alley operator and, to 
the company, the rentals continue stead- 
ily and build up from year to year as 
total installations rise. If sold as capital 
equipment, profits would fluctuate more 
widely and would make establishment 
of a steady and liberal dividend policy 
on the company’s stock more difficult. 
Relative stability of earnings from 
rentals would appear to warrant a more 
liberal appraisal of stock price-earnings 
ratios, also. 


does 


Growth of rental income which dic- 
tated raising the common dividend in 
the fourth quarter of 1957 from $.30 to 
$.40 was based upon this thinking, ac- 
cording to Mr. Burgess, which spells 
elimination of stock dividends as a con- 
tinuing practice, in lieu of cash. 


Expansion or Growth? 


AMF has not been tagged with the 
“growth” label and admittedly much of 
its expansion over the last decade has 
come through acquisition of existing 
Companies, with the exception of its de- 
Velopment of the Automatic Pinspotter, 
which qualifies as an original advance 
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of the first order. Nevertheless, the prog- 
ress is noteworthy, not alone in volume 
but in net earnings per share: 


1957 1948 
Sales and 
rentals __.$261,754,000 $25,782,000 


Common 


stock _______. 3,258,739 1,005,506 
Net income. 11,782,000 1,721,000* 
No. of stock- 

holders _. 21,213 7,374 
Aver. no. of 

employees 15,499 3,324 
Number of 

facilities _ 56 7 


*Before deducting extraordinary charge of $1,- 
440,000. 


Management has demonstrated the abil- 
ity to venture into new fields of appar- 
ent promise, such as nuclear energy and 
defense projects, while, in like measure, 
having the courage to curtail or limit 
unprofitable programs. 

The decline in overall business activ- 
ity during 1957 was reflected in shrink- 
age in order backlog to around $60 
million at the year-end and this figure 
has since come down to $58 million, of 
which about $16 million is in the de- 
fense area. In common with most other 
suppliers of goods and services, AMF 
has felt the pinch in sales, with first 
quarter 1958 volume of $37 million vs. 
(Continued on page 670) 
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Trends and outlook for 


TAX-EXEMPT BONDS 
at mid-year 1958 


he their take-home income 
for banks, corporations and 
individual investors, tax-ex- 
empt bonds continue to 
present a very tangible ad- 


vestments—and this advantage 
will be little affected by any tax revisions. 
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TRUSTEED PENSION PLAN 
GROWTH CONTINUING 


During 1957, trusteed corporate pen- 
sion funds in the United States showed 
a 16% expansion or $2.7 billion in book 
value, reaching the record total of $19.3 
billion, according to a recent compila- 
tion by the Securities and Exchange 
Commission. (Insured plans registered 
a growth of $1.6 billion in reserves 
during the same period, based upon 
Institute of Life Insurance figures, and 
amounted to $14 billion at the year- 
end.) This net accretion was the result 
of total receipts of $3.3 billion from 
employer-employee contributions, —in- 
come and capital adjustments, less bene- 
fits of $628 million to retired workers. 
In 1956, trusteed fund totals swelled by 
$2.4 billion and by $2.1 billion in 1955. 

Manufacturing companies continued 
to dominate in size and growth, iron 
and steel companies being in the van- 
guard with totals of $1.8 billion, fol- 
lowed by the petroleum companies at 
about $1.5 billion, and the motor vehicle 
group a shade below this figure. Among 
non-manufacturers, communication com- 
pany assets totalled $2.8 billion. 

Corporate bonds hold the favored in- 
vestment spot, making up 54% of com- 
bined portfolios, with Governments con- 
tinuing decline to around 11%. While 
holdings in the latter group still stand 
approximately unchanged at $2. bil- 
lion, they represented 32% of total as- 
sets in 1951. Equities now comprise 
25%, with preferred stocks at 3%, mort- 
gages less than 2%, and cash and mis- 
cellaneous assets 6%, the last at about 
the same level as in preceding years. 

It is perhaps worthy of comment that 
the mortgage sector, while still only a 
token percentage, showed an increase 
for the period under review and has now 
topped $300 million. 

In common stocks, approximately one 
billion dollars of new commitments 
raised total book value of this sector 
to $4.8 billion, or roughly 25% of all 
assets, against only 12% in 1951. At 
market valuation, however, they repre- 
sented 30% of total assets, compared 
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with 32% at the end of 1956, due to 
decline in market levels during the past 
year. Trade, transportation and manu- 
facturing companies were most partial 
toward equities, with iron and _ steel 
companies leading the way in the manu- 
facturing group in percentage participa- 
tion. Still another evidence of expand- 
ing interest in equity investment lies in 
the fact that 37% of net receipts of 
pension funds during 1957 were placed 
in this medium, a higher ratio than in 
any previous year. 

While employer contributions repre- 
sent the major source of receipts at $2.3 
billion or 69% of the total, followed by 
employee payments of $300 million or 
about 9.5%, income from interest and 
dividends is obviously most important 
in contributing to achievement of the 
actuarial plan. In this connection, the 
SEC study indicates that average rates 
of return on pension fund portfolios 
have been rising steadily over the 1951- 
57 period, reflecting both a generally 
upward trend in interest rates as well as 
a conscious shift toward higher-yielding 
investment media. For example, the 
average rate of return in 1955 was 
3.08%, 3.68% in 1956, and 3.84% last 
year. On such important totals as repre- 
sented by these trusteed funds, in- 
creased yield makes more secure both 
realization of the actuarial basis and 





ASSETS OF CORPORATE PENSION 
FUNDS 





( Dollars Billions ) 























1 . — 1953 1954-1955 1956 sal 
From SEC Release 1523. 





possible liberalization of benefits for thie 
pensioners. 

It may be of interest to note that the 
investment returns of seven of the eleven 
pension plans for the period ended 
December 1957, as reported in the Em- 
ployee Benefit Plan Review recently, {all 
into the above average range, without, 
however, any allowance for different 
methods of calculation, such as before 
or after deducting administration ex- 
penses: 


€ 
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Boeing Airplane _......____. 3.77 
Bullard Co, __ ok BBD 
Chemstrand Corp. Sha a Oe 
Edison Brothers 3.85 
Haoeu-0 Corp... B66 
Harshaw Chemical Co. : 3.90 
McKesson & Robbins _... _ 4.02 
Newport News Shipbuilding . 4.40 
St. Joseph Lead - 3.95 
Texas Gas Transmission : 3.85 
Texas Instruments ___ 3.60 


IIMF GrowtrH CONTINUES 


The midyear report of the Institution- 
al Investors Mutual Fund. Inc. records 
continuing growth in participants, share 
valuation and overall management per- 
formance which redounds to the benefit 
of the 91 New York State mutual savings 
bank members. Net asset value per share 
rose to a new record of $174.77 at report 
date, almost 7% above March 3lst and 
approximately 4% above the July 10th 
1957 high of $168.77. Yield on the com. 
mon stocks in portfolio was 4.93% on 
cost, based upon current indicated divi- 
dend rates. Total assets of $40 million 
are invested in 700,400 shares of com- 
mon stocks, representing 92.65%. 

The performance of the Fund is stated 
in the semi-annual report to compare 
favorably with the Associated Press and 
D-J Industrial averages, outstripping 
both since its formation in May, 1953. 
Indeed, the member banks can have little 
cause for complaint in looking at the un- 
realized appreciation in the investment 
portfolio which totalled almost $9.3 mil- 
lion at midyear against $6,847,000 at the 
end of March, or a gain of almost $2.5 
million in the quarter. 

The investment policy remains unal- 
tered but uncertain economic conditions 
have dictated greater emphasis upon 
growth companies or those in which ser- 
vicing of consumers is significant, with 
less exposure in industries with predom- 
inantly cyclical characteristics. Since ‘ast 
reported here (T&E., Jan/58, p. 49) 
Caterpillar Tractor and American Metal- 
Climax, Inc. have been eliminated, while 
one new name has been included in each 
of the following groups: aircraft manu- 


(Continued on page 650) 
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STOCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 
(At Close of June 30, 1958) 


SHARES MarKET VALUE 


AIRCRAFT MANUFACTURING 
6.000 Douglas Aircraft Co., Inc..$ 341,250 











7.000 *United Aircraft Corp. 443,625 
(1.96%) $ 784,875 

AUTOMOBILES 
6.000 General Motors Corp. _...$ 237,750 
(59%) ——————_- 

BuiLp1nc MATERIALS 

7.000 *U. S. Gypsum Co. .... ... $ 554,750 
(1.39%) — 

CHEMICALS 
3,000 tAmerican Cyanamid Co. _$ 132,900 
2.000 E. I. du Pont de Nemours _ 370,009 
7.500 *Eastman Kodak Co. 832,500 
12.000 *Hercules Powder Co. 516,000 
8,000 *Pennsalt Chemicals Corp. - 421,990 
2.000 Union Carbide Corp. 185,090 
(6.13%) $ 2,456,500 

CONFECTIONERY 
10,000 *American Chicle Co. $ 805,000 
(2.01%) — = 

CONTAINERS 
10,500 Anchor Hocking Glass —...$ 543,375 
12.500 *Continental Can Co. Inc. 629,688 
5.500 Owens-Illinois Glass 382,250 
(3.88%) $ 1,555,313 

Drueés 

15.000 McKesson & Robbins Inc. _$ 888,750 
22.000 Mead Johnson & Co. 1,163,250 
24,000 *Merck & Co., Inc. 1,353,009 
22,000 *Sterling Drug, Inc. 830,500 





(10.58%) $ 4,235,500 
ELECTRICAL EQUIPMENT AND ELECTRONICS 











6.000 *General Electric Co. —.....$ 360,000 
2,000 Westinghouse Electric 114,500 
(1.19%) $ 474,500 
EvLectricaL UTILITIES 

16,500 *American Electric Power .$ 707,437 
11,500 *Baltimore Gas & El. Co. _.. 471,500 
14,000 *Cincinnati Gas & El. Co. 469,000 
9,000 Commonwealth Edison Co. 447,750 

7,009 Consolidated Edison Co. of 
N.Y. sek ee 387,625 
9,000 *Gulf State Utilities Co. 409,500 
13,000 *Idaho Power Co. 526,500 
9,000 Kansas City Pr. & Lt. Co. 405,000 
11,000 *Louisville Gas & El. Co. _ 379,500 

16,000 Northern States Power Co.., 
Minnesota ae 332,000 
9,000 Oklahoma Gas & El. Co. ~ 450,000 
10,000 *Philadelphia Electric Co. 417,500 
7,500 *Southern Calif. Edison Co. 420,900 
8.500 *Texas Utilities Co. ee 422.875 
18.000 *Virginia Elec. & Pr. Co. . 542,250 
10,500 Wisconsin Elec. Pr. Co. 387,188 
(17.92%) $ 7,175,625 

FINANCE 
24.000 *Beneficial Finance Co. $ 576,000 
10.000 Commercial Credit Co. 558,750 
(2.83%) $ 1,134,750 
Foops 

13,000 *General Foods Corp. _....$ 828,750 

20,000 *National Dairy Products 
Gain 912,500 
10,000 Pillsbury Mills, Inc. 558,750 


(5.75%) $ 2,300,000 
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SHARES 


4,000 
2,500 
7,000 


3,000 


13,090 
14,500 


4,000 


3,400 


10,500 


3,500 


2,500 
10,000 
4,000 
9,000 
7,000 
9,000 
11,000 
9,500 
8,000 
6,500 
11,500 


12,000 
10,000 


10,000 
10,500 
17,000 

5,000 


8,000 


5,000 


9,009 
11,500 


700,400 Total 


MarKET VALUE 


INSURANCE 
Continental Casualty Co. _ $ 
tHartford Fire Insurance Co. 

U. S. Fid. and Guar. Co. _ 


324,000 | 


390,000 
443,625 


(2.89%) $ 


MACHINERY 
Ingersoll-Rand Co. nea 
(.56%) - 


MISCELLANEOUS 
*American Optical Co. __ $ 
*General Am. Transp. Corp. 


(4.28%) $ 


NATURAL GAs 


tPeoples Gas Lt. & Coke 
Co. : .. $ 
(47%) — 


Non-Ferrous METALS 
Aluminum Co. of Amer. — $ 
(59%) — 
OFFICE EQUIPMENT 
*Pitney-Bowes, Inc. _. — $ 
(1.78%) — 


PAPER AND PULP 
Crown Zellerbach Corp. — $ 


(.42%) — 


PETROLEUM 
Amerada Petroleum _.. $ 
*Continental Oil Co. _... . 
Louisiana Land & Expl. Co. 
Ohio Oil Co. 
Shell Oil Co. ~ 
Skelly Oil Co. er 
Socony Mobil Oil Co., Inc. 
*Standard Oil Co. (Ind.) _. 
*Standard Oil Co. (N. J.) 
The Texas Co. 


United Carbon Co. _ = 


(12.57%) $ 


RAILROADS 
* Atchison, Topeka & S. F. _$ 
*Union Pacific 


(1.39%) $ 


RETAIL TRADE 
*First National Stores, Inc. $ 


1,157,625 


223,875 


484,250 
1,228,875 


1,713,125 


187,590 


237,575 





711,375 


169,750 


261,250 
522,500 
217,500 
344,250 
535,900 
567,090 
566,500 
437,000 
441,000 
463,937 
674,188 





5,030,625 


262,500 
293,750 


556,250 


690,000 
742,875 
894,625 
466,875 


*Jewel Tea Co., Inc. _...... 
National Tea Co. 
*J. C. Penney Co., Inc. _.. 
(6.98%) $ 
STEEL 
Bethlehem Steel Corp. _. $ 


United States Steel Corp. ~ 


(1.65%) $ 
TELEPHONE 
(1.12%) — 
(1.12%) $ 
TIRE AND RUBBER 
Firestone Tire _._______.....___ § 


*B. F. Goodrich Co. —_.____. 


2,794,375 


334,000 + 


326,250 


660,250 


447,500 


795,375 
692,875 


(3.72%) $ 1,488,259 


*Increased 
tNew 


(92.65%) $37,092,538 

















IBM 


174TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $.65 per share, pay-' 
able Sept. 10, 1958, to stock- 
holders of record at the close 
of business on Aug. 12, 1958. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 24, 1958 





INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 
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Edison Company 


DIVIDENDS 
The Board of Directors has 


authorized the payment of 
the following quarterly divi- 
dends: 

COMMON STOCK 


Dividend No. 194 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 45 

28 cents per share; 


FREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 41 

28/2 cents per share. 


The above dividends are pay- 
able July 31, 1958 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


P.C, HALE, Treasurer 


June 19, 1958 











facturing, chemicals, containers, natural 
gas, petroleum and two insurance com- 
panies. No sales were made during the 
quarter just concluded. 


Tax-Exempt Bonps SET 
Harr YEAR REcorpD 


With a new six months record volume 
in excess of $41, billion, topping the 
previous record set in 1954 by some half 
billion dollars, the tax-exempt bond mar- 
kets have set a pace which outstripped 
that of any full year prior to 1952. This 
phenomenal outpouring of new obliga- 
tions is tabulated in the Mid-Year Sur- 
vey prepared by Halsey, Stuart & Co., 


who estimate that the full year 1958 vol- 
ume will approach close to the $8 billion 
mark, even though the second half pace 
may well slacken. 


CED Money Stupy PROJECTED 


The need for a thoroughgoing and un- 
biased study of the country’s monetary 
structure has been recognized for many 
years but political considerations have 
balked Congressional action. As a conse- 
quence, the non-partisan, non-profit 
Committee for Economic Development 
has stepped into the breach to conduct 
a three-year survey of monetary prob- 


GOVERNMENT 
STATE 
MUNICIPAL 
HOUSING AUTHORITY 
PUBLIC REVENUE BONDS 


EQUIPMENT TRUST CERTIFICATES 


PUBLIC UTILITY, INDUSTRIAL 
& RAILROAD BONDS 


INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 


ALBANY BOSTON 


PHILADELPHIA 


SAN FRANCISCO 


lems, backed by a substantial grant from 
the Ford Foundation. 

The wave of interest in this project 
arises largely from the high caliber of 
the 25 individuals selected to serve from 
all areas of the economy. It is regarded 
as the most important undertaking in its 
sphere since the Aldrich Committee’s 
findings in 1911 which sparked the crea- 
tion of the Federal Reserve System two 
years later. 

Selections were made by a special ten- 
man group which included Arthur 
Burns, former chairman of the Presi- 
dent’s Council of Economic Advisers, 
The Chairman is Frazar B. Wilde, presi- 
dent of the Connecticut General Life In- 
surance Co., and a student of fiscal and 
monetary problems. Coincidentally, an- 
other member of the Commission is 
David Rockefeller, vice chairman of The 
Chase Manhattan Bank, and grandson of 
Senator Aldrich. 


New York Lecat List Expanps 


The new list of legal investments for 
New York State savings banks includes 
some $4.6 billion of additional corporate 
bonds, raising the total in this category 
to above $37.4 billion. The largest part 
of the increase is represented by a $3.6 
billion rise in the public utility group, 
followed by approximately $470 million 
of industrials and $330 million in rail- 
road obligations. 

The breakdown of eligible securities 
shows 152 electric and gas companies in 
the lead with $17 billion, 66 railroads 
totalling $7.2 billion, 24 telephone com- 
panies with $6.9 billion, 39 industrials 
aggregating $3.6 billion and one finan- 
cial organization with $1 billion, in ad- 
dition to the other categories of state, 
municipal and special borrowing en- 
tities. 


A A A 


@ This is the season for student groups 
to invade Wall Street. Among them are 
35 University of Vermont students under 
the leadership of Prof. Philip H. Lob- 
mann, chairman of the university’s de- 
partment of commerce and economics, 
who has brought similar groups since 
1951. Leaders in banking and _ invest- 
ment lecture twice a day in Chase Man- 
battan Bank’s lecture hall. On a higher 
experience level, another group consisted 
of 30 college professors of economics and 
business. 


AAA 


@ Fifty-seven trust officers from 22 
states, the District of Columbia and the 
Territory of Hawaii gathered June 3 
through June 6 in New: York City for 
Kennedy Sinclaire’s seventh Pension and 
Profit-Sharing Seminar. 
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MARK OF 
PROGRESS... 


New trademark for Cochran 
Foil Corporation, latest member 
of The Anaconda Family 


N May 1, 1958, Cochran Foil 
Company, Louisville, Ky., be- 
came Cochran Foil Corporation— 
The Anaconda Company’s newest 
subsidiary. This acquisition marks a 
major step forward in Anaconda’s 
Steady growth and diversification, 
and enhances its expanding position 
in the aluminum industry. 
Anaconda, a leader in nonferrous 
metals, had previously entered the 
aluminum industry through various 
subsidiaries: An up-to-date primary 
reduction plant at Columbia Falls, 
entana; a coiled-sheet rolling mill 
at Torrington, Connecticut; and 
facilities for producing rod, sheet, 


Jury 1958 








tube and extruded shapes now nearing 
completion at Terre Haute, Indiana. 
Cochran Foil Company, founded in 
1939, had become the leading inde- 
pendent producer of aluminum sheet 
and foil, laminated foil products, 
and rigid aluminum containers. Now, 
the distribution and sales of all 
“Anaconda Aluminum’’ fabricated 
products will be made through the 
Cochran Foil Corporation. 
Speaking at Anaconda’s annual 
stockholders’ meeting on May 2\st, 
A. P. Cochran commented: “Most 
people think of aluminum foil prima- 
rily as household 
foil. Actually, 
there are many oth- 
er industrial uses 
such as in air con- 
ditioning, labels, 
protective packag- 
ing, radios, bottle 
caps, and so on. 
“Tamvery hap- 
py to report that so 
far this year Coch- 
ran’s sales have in- 
creased by 12%— 
and profits by an 
even greater margin. Our research and 
sales engineers are busily developing 
new uses and markets for aluminum 
products. The day will soon be here 
when we will be using a very sub- 


A. P. Cochran, President 
Cochran Foil Corporation 


stantial portion of the 120,000,000 
pounds-per-year present capacity of 
Anaconda’s Columbia Falls. plant.” 
Anaconda’s growth in aluminum is 
typical of the company’s contribution 
to America’s progress, and a prime 
example of a development program 
that seeks to offer better products 
and services to both industry and 
consumer. 
58259A 
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The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluininum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 


Cochran Foil Corporation 
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Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
individual companies’ investment policies and objectives and the characteristics 
and qualities of the investments of these companies. 








HENRY ANSBACHER LON@ND 














































































Reference should be made to the introduc- —~— I 2 3 4 2 6 7 8 9 
tory article in July 1949 issue, outlining pur- Dieses 12/31/35 to 12/30/39 ~ . 
poses of publication and considerations in Memt et 7 n Saye me 
selecting stock and cost-of-living averages, Si i et Principal : Inc. Principel : Ine. 
periods and in interpretation of data. _ Principal High Low Princ. Jo Low High Prin, B% 
BALANCED FUNDS 
American Business Shares _ = 1939 — — “= 100.0 co 65.9 177.1 1743 983.29 
noe rene A 1938 — oo a 100.0 —_ 71.4 275.8 269.6 #8268 
Ave-rouguion Fund “B” 1938 — aoe — 100.0 oo 83.1 313.1 308.9 9277 
Boston Fund - 2 1932 103.1 1714.9 72.6 100.0 3.46 60.2 245.4 241.7 8965 
Commonwealth “Investment ee enn ee 1932 106.3 168.4 64.4 100.0 3.05 73.5 300.7 295.8 #8306 
Eaton & Howard Balanced . i= 1932 114.5 134.7 80.0 100.0 4.27 73.6 267.8 264.4 #B)85 
Fully Administered Fund (Group & Securities) ia 1938 os —_— —_ 100.0 — 69.4 192.0 186.6 #340 
General Investors Trust 1932 110.0 152.7 71.4 100.0 4.20 65.2 187.3 183.9 341 
jE 1940 — — — — — 73.5 214.2 210.4 98338 
yopeeee- ceueeer Fund 1947 — — — — — — 276.0 270,8 3.16 
Nation-Wide Securities** 1932 102.6 174.6 70.3 100.0 2.82 59.6 185.7 177.33 
INGW merema Pond 1931 117.4 159.1 70.8 100.0 2.85 61.4 202.6 202.235 
Geotes fuinam Fund ....._.- 1938 _— — — 100.0 2.76 69.2 915.2 211.9, 
Scudder Stevens & Clark _........_._._-_=»»> 1928 97.4 119.2 75.7 100.0 8.25 80.9 212.0 208.9 Hd, 
EA ATE a 1928 105.2 143.4 69.5 100.0 2.41 75.0 226.2 293.5 93,06 
Whitehall Fund _ 1947 _— — — —_ — — 273.6 268.6 3. 
eee Pena’ ** (c) 1939* — — — 100.0 —_— 65.1 $171 304.9 3. 
AVERAGE: BALANCED FUNDS ae 107.1 153.0 71.8 100.0 SAF 70.1 235.3 231.23 
STOCK FUNDS 
Affiliated Fund*** __. 1939 a — — 100.0 — 50.2 252.5 249,978.36 
Broad Street pe Corp. 1932 109.9 156.6 76.6 100.0 3.60 60.1 322.5 315.0 B3.56 
Bullock Fund . enna 1932 109.8 168.8 69.6 100.0 EPs 61.0 $19.2 309.992.6 
Delaware Fund . 1937 — — — 100.0 = 76.1 220.6 216,998.93 
Diversified Investment Fund, ‘Ine. ee ‘(e) - pi 1944 vane — — ae — — 225.6 219.194.01 
ee 1932 109.0 163.2 70.7 100.0 1.88 62.1 264.9 256.1982.81 
Dreyfus Fund**** ___ Ae 1947 — — — —_ — — 292.8 287.2981.94 
Eaton & Howard Stock - AL 1931 107.1 147.0 7h.4 100.0 3.86 62.7 382.4 376.99N.35 
\o 0: are 1943 acai _— —_ =“ cei ae 379.9 366,59m.49 
Fundamental Investors 1932 105.2 146.0 67.4 100.0 2.98 64.8 420.0 407.5 92.89 
Incorporated Investors _ _ - ee Sareea 1925 103.6 165.2 80.2 100.0 2.58 63.9 427.4 411,198).48 
Institutional Foundation Fund (c) peer ri ee 1944 — — — — i a 254.0 243,393.34 
Investment Co. of America _. 1939* —_— — — 100.0 _ 69.0 $24.7 317.392.49 
Knickerbocker Fund (c) _. 1938 _— — —_ 100.0 — 59.8 146.1 144,093.78 
Loomis-Sayles Mutual Fund (c) 1929 72.4 181.7 87.7 100.0 2.54 74.2 243.2 24).0982.74 
Massachusetts Investors Trust _.. 1924 110.7 147.5 72.8 100.0 3.88 50.7 345.5 335.89.37 
Mass. Investors Growth Stk. Fund —.._-_____ 1934 114.2 157.0 70.8 100.0 3.31 57 4 364.2 362.1981.88 
Mutual Investment Fund (c) 1926 129.7 173.4 75.5 100.0 4.31 56.1 216.9 214,59MD.82 
National Investors _ 1937* — = 65.9 100.0 3.10 60.7 398.6 398.082.30 
National Securities — Income*** (c) Bee Le 1940 — — — — nome 66.0 147.7 142.958 
Selected American Shares __.... 1933 123.8 T7984 80.4 100.0 3.30 60.9 271.5 26).203.01 
Sovereign Investors . Serene ses) LaPeer 1936 — 166.6 68.6 100.0 a7e 62.5 206.5 199.793.56 
State Street Investment Corp. . 1924 92.8 155.2 74.0 100.0 3.75 60.7 312.0 294402.41 
Wall Street Investing Corp. ink. eh teins BR 1946 — — — — aaa Ens 350.8 341.092.76 
AVERAGE: STOCK FUNDS ane 107.4 158.2 73.9 100.0 3.05 62.5 307.8 300.92. 84 
500 STOCK INDEX (Standard & Poor’s)n __.. — 107.5 149.6 68.1 100.0 — 59.8 391.3 si. — 
CONSUMERS PRICE INDEX (B.L.S.)n — — — oo a 100.0 — 99.8 195.0 15. — 




















CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 


PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus 
distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 


1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 


COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: 


all capital distributions to such date and the resultant sum is divided by the 1939 base offering: price. 
COL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by'the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and interest 
on their portfolio securities (excluding all capital distributions) . 


COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by ‘the average of the twelve month-end offering prices ending on the corresponding dates. 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two 


preceding annual periods. 
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To the.bid prices at the respective dates indicated are added 
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No responsibility is assumed, in so far as compliance with the Statement of Policy is 
concerned, for the employment in whole or in part of the index by issuers, under- 


JON DEX of MUTUAL FUNDS pocnery lente Popo appeal returns based on June 30, 1958 offering 



























































8 Hg 10 ii | B&B 13 14 15 16 | 17 18 19 20 
ay | 6/28/57 5/29/58 Last 24 Mos. 6/30/58 a me, Div. % 6/30/58 5-Yr. Avg. 
Inc.| Inc. Inc. Principal re Cc Prin. Less Cum. Net Invest. 
Prin, % Prin. Jo Prin. Fo Low High Principal oo Ps Cap. Distr. (Bid) Income % 
174329 | 167.6 3.68 | 178.0 3.73 161.5 179.6 179.6 | 3.69 0.00 114.8 3.55 
269668 | 263.8 2.72 | 2574 3.39 240.9 275.5 260.0 | 3.41 3.19 169.2 2.85 
3089877 | 307.8 2.93 294.8 3.54 268.6 316.4 299.6 3.57 2.93 214.6 3.24 
241765 | 242.3 2.70 2443 3.16 220.8 250.1 247.8 3.16 5.31 182.5 2.94 
2953806 | 294.5 3.20 286.7 3.48 260.6 306.9 +289.0 3.49 2.40 $225.8 3.31 
2644085 | 266.4 2.85 260.5 3.11 235.1 274.7 4262.7 3.12 1.85 $222.5 3.09 
1866M340 | 180.2 4.24 188.8 4.01 168.6 $192.1 192.1 3.98 1.18 137.7 3.66 
1839941 | 185.2 3.70 178.3 4.40 163.9 189.7 $179.8 | 4.43 5.44 $122.2 3.81 
21040338 | 207.7 3.67 209.1 3.83 187.6 217.2 #211.3 | 3.82 0.81 $173.3 3.67 e 
2703MR16 | 273.3 3.05 261.5 3.47 239.3 280.7 $263.9 | 3.49 2.33 $224.4 3.29 @ 
1718MB17 | 174.6 3.49 184.1 3.86 163.1 185.0 +184.9 3.84 3.69 +140.1 3.63 
2022%56 | 197.8 3.61 | 200.1 3.81 183.3. 205.5 201.5 3.81 1.00 145.9 3.71 
211988 | 2138.0 3.14 | 206.7 3.40 187.5 219.4 209.3 3.41 2.30 161.1 3.21 
208985 | 207.6 3.03 | 201.4 3.51 184.0 216.5 204.3 | 3.52 0.85 161.1 3.17 
2935806 | 2225 3.18 | 219.2 3.48 200.5 230.3 $220.3 | 3.44 3.22 +160.3 3.25 
268630 | 266.6 3.56 278.3 3.75 246.7 $281.0 4281.0 | 3.75 3.25 $217.4 3.58 
3049.14 | 305.7 3.50 301.4 3.63 271.2 314.2 305.3 | 3.64 1.72 199.2 3.40 ; 
2312909 | 229.4 3,29 228.1 3.62 207.0 238.8 230.4 | 3.62 2.48 166.5 3.37 
24999836 | 250.9 3.75 262.9 3.69 234.4 $266.0 $265.7 3.67 3.19 $160.5 3.74 
3150MB56 | 317.7 3.638 322.6 3.85 283.6 330.6 4327.1 3.85 2.08 $254.7 3.88 
300964 | 322.5 2.96 308.0 3.12 277.8 331.0 312.6 3.14 5.11 232.0 3.19 
21393 | 221.1 3.15 214.2 3.46 198.4 224.3 217.7 3.48 4.52 112.2 3.32 
2191M.01 | 214.3 4.01 202.8 4.57 186.1 226.8 207.0 4.60 2.30 164.2 4.30 e 
250181 | 256.8 3.10 | 256.8 3.48 226.7 264.9 261.3 | 3.48 3.57 200.0 3.30 
287294 | 325.0 1.84 322.5 2.15 278.4 332.2 329.7 | 2.15 1.95 270.0 2.45 e 
3769935 | 391.8 2.42 368.4 x2.74 330.0 402.9 7374.5 | 2.75 0.97 7313.5 2.71 
360549 | 372.0 3.42 | 341.3 3.62 305.9 387.1 4348.1 | 3.66 2.93 $279.5 3.75 @ 
40689 | 423.9 2.88 | 387.1 3.23 350.0 437.0 4394.5 | 3.26 1.93 4314.3 3.29 
41148 | 415.9 2.58 | 349.2 2.75 326.3 439.9 357.8 | 2.81 3.30 259.0 2.85 
243MR34 | 244.7 3.97 | 233.9 4.65 200.7 256.3 237.6 | 4.68 3.79 164.0 3.90 e 
313me49 | 324.0 2.49 | 309.3 2.84 284.0 381.8 313.2 | 2.86 4.96 195.2 2.80 
14078 | 141.7 3.76 142.2 3.77 131.6 146.3 143.0 | 3.78 3.69 79.3 3.34 
240.74 | 248.2 2.96 246.6 3.51 227.0 $248.8 248.6 | 3.42 4.49 152.1 3.05 
33837 | 343.5 3.37 318.8 3.49 282.3 356.8 4325.1 | 3.52 1.49 4292.2 3.65 
SélM88 | 389.4 1.80 353.9 1.96 316.3 400.8 364.0 | 1.98 1.98 281.3 2.10 
215m 82 | 2141 2.87 207.3 3.60 187.0 220.4 210.4 | 3.51 2.22 156.4 2.99 
393030 | 430.4 2.37 413.3 2.48 360.4 446.3 +420.0 | 2.44 3.42 | +308.0 2.57 
140958 | 136.7 4.89 129.0 5.50 117.8 146.4 130.7 | 5.54 1.07 | 99.4 5.09 @ 
20.901 | 262.7 3.08 251.8 3.58 230.7 274.7 +255.1 | 3.61 3.03 | $165.2 3.38 
19956 | 198.4 3.99 190.1 4.18 168.6 211.3 $191.4 | 4.21 1.86 4154.9 4.06 
2441 | 316.0 2.62 288.4 2.93 272.4 324.0 $292.7 | 2.98 3.97 | 4161.9 2.70 
376 | 3480 3.07 | 345.7 3.27 | 302.4 363.5 4351.2 |_ 3.27 1.36 | 4321.4 3.29 @ 
30984 | 309.7 2.97 | 293.9 3.26 263.8 320.5 298.8 | 3.28 2.98 | 217.3 3.17 
sim — | 379.3 — | 353.0 ‘ie 312.1 398.2 362.2 _ ~_ | aoa a 
154% — | 201.7 sie | 207.4 re 196.0 207.4 = | — or — | — 








CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
all sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 





h age of all those stock or balanced funds in existence at the time. 
® Principal index begins after 1939 base date. x Previous Index Figure corrected. 
+ Ex-dividend current month. ***Not included in balanced or stock average: 
led n New revised series adjusted to Dec. 1939 base. Wisconsin Investment Co. balanced fund for too short a period. 
* Date commenced operation as Mutual Company. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
** Became Balanced Fund in 1945. Diversified Investment & National Income are partially invested in high 
wal (a) Does not reflect new acquisition cost. income bonds and preferred stocks. 
(c) Regrouping awaits new detailed classifications. Column 19 for funds organized since 1946. 
red Capital gains tax adjustment will be made in ****Name changed from Nesbett Fund. ’ 
revised index. Dreyfus now in stock grouping; New Englend in balanced. 
“a 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


New Growth Mutual Stresses 
Special Situations 


Unique among the offerings of new 
mutuals to be served to the public in 
the last several months is a non-diversi- 
fied fund which will concentrate on spe- 
cial situations at home and abroad as 
well as more seasoned opportunities for 
investment throughout the world. Named 
the Townsend U. S. and International 
Growth Fund, it will shortly make an 
offering of one million registered shares, 
initially priced at $5, available on a con- 
tinuous basis as a conventional mutual. 
Unconventional, however, will be its pol- 
icy to invest up to 50% of its assets in 
the special situations which may entail 
control of a company or setups with par- 
ticular tax advantages or both. Its field 
of permissible investments is also un- 
usually flexible extending to real estate 
and even commodities, the latter up to 
10% of assets. Similar to the original 
British investment companies, but un- 
like its American counterparts, Town- 


send is permitted to participate in under- 
writings. It will also have leverage po- 
tential, bank borrowings being author- 
ized to the maximum limit of 300% 
coverage legalized under the Investment 
Company Act. 

The fund’s sponsors frankly state that 
efforts to obtain long-term capital growth 
through an investment medium of this 
type contemplates the taking of “calcu- 
lated risks.” Concentrating thus on the 
growth objective, the new fund will fol- 
low the precedent established by the 
recently organized Chase Fund, taking 
advantage of the new provision of the 
Internal Revenue Code in retaining all 
realized capital gains. Unless specific in- 
structions are given by the investor 
contrariwise, all income dividends will 
be reinvested in stock, but of course full 
tax liability will be payable by the in- 
dividual. 

Clinton Davidson, identified with 
Fiduciary Counsel and Estate Planning 
Corp., is chairman of the board of the 
new fund, and Morris Townsend, former- 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy 
any of these securities. The offer is made only by the Prospectus. 


8,500,000 Shares 


THE LAZARD FUND, ING. 


Capital Stock 
(Par Value $1) 


Price $15.00 Per Share 


(in single transactions involving less than 1,500 shares) 
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ly associated with the Axe-Houghton 
mutuals and now identified with the 
Davidson interests, is President. Distri- 
bution will be effected thru the FIF Man- 
agement Corporation, a large established 
mutual fund sponsor organization in 
which the Townsend-Davidson group of 
companies now hold an investment. 


S.E.C. to Survey 
Mutuals’ Size 


The Securities and Exchange Commis- 
sion is getting up steam behind its sur- 
vey of the size of mutuals in order to 
ascertain whether their growth has re- 
sulted in conditions that require correc- 
tive legislation. To implement its study 
authorized by Section 14(b) of the In- 
vestment Company Act, the Commission 
has retained the Securities Research Unit 
of the Wharton School of Finance and 
Commerce, University of Pennsylvania. 
to make a fact-finding study of certain 
aspects and practices of the funds. 

Independent authorities in the invest- 
ment fund field have pointed out the 
need for such action as the S.E.C. is now 
undertaking. For example, Rudolph L. 
Weissman, economist for the investment 
securities firm, W. E. Hutton and Co. 
and author of the authoritative book, 
“The Investment Company and the In- 
vestor,” states in the June-July 1958 
issue of “Challenge” with regard to the 
funds: “Unresolved questions remain. 
The growing size of the investment com- 
panies has had an undefined influence 
on the market.” This effect on the securi- 
ties markets—the channels through 
which the funds purchase and sell their 
portfolio investments—will be one of the 
four primary areas surveyed. The others 
include investment policy as affected by 
size, character of management (perform- 
ance, etc.), and the influence on policies 
of companies represented by the port- 
folio securities. 


Stein, Roe & Farnham 
Offers No-Load Stock Fund 


A new mutual emphasizing selection 
of common stocks having unusual long- 
term growth potential has been organ- 
ized by the Chicago investment counsel 
firm of Stein, Roe and Farnham to sup- 
plement its established $25 million bal- 
anced fund. Like the balanced mutual, 
the new stock fund will be distributed 
continuously at net asset value without 
any selling commission directly by its 
sponsor and will be redeemed at net asset 
value providing shares are held at least 
one year. Otherwise a redemption fee of 
one per cent is charged which remains 
in the fund to benefit its shareholders. 
The purpose of this fee is to discourage 
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short-term trading and to cover expenses 
incidental thereto. Total annual expense 
including the 14% of average net asset 
value payable to Stein, Roe and Farnham 
for furnishing investment advice, office 
space and other facilities, but exclusive 
of taxes, is limited to 34% of asset value 
per annum. 


The fund’s primary investment ob- 
jective is long-term appreciation with 
management averse to a rapid turnover 
of securities. In addition to investment 
in common stocks, up to 20% of the 
fund’s assets may be held in convertible 
priors, debt issues carrying rights, and 
other bonds and preferreds selling at 
prices suggesting long-term gain poten- 
tial. In differentiating between their two 
investment company vehicles, the spon- 
sors explain that “the balanced fund is 
designed and managed to provide a com- 
plete investment program, while the 
stock fund is intended primarily for in- 
vestors whose fixed dollar requirements 
or objectives are largely met through 
other sources such as insurance pro- 
grams, social security benefits or private 
pension plans.” 

The directorate of the new stock fund 
duplicates that of its sister balanced 
mutual. All officers and directors of the 
company are associated with Stein, Roe 
and Farnham with the exception of 
Richard F, F. Nichols, vice president in 
charge of investments of T.I.A.A. and 
C.R.E.F., and Arthur C. Nielson, Jr., 
who heads his own marketing research 
firm in Chicago. Harry H. Hagey, Jr. is 
president of both mutuals. 


Tax-Free Privacy and 
Diversification Unlimited 
Provided by Tangier Mutual 


We are indebted to Washington Dodge 
of Cady, Roberts and Co. for calling 
to our attention The World Wide Trust 
Fund domiciled in Tangier. This mutual 
is not registered with the S.E.C. nor 
offered for sale in the United States, but 
is advertised in the European editions of 
U. S. newspapers. Its objective as stated 
in the prospectus is “the earning for its 
stockholders of the highest possible 
profits compatible with a minimum of 
tisk. By diversifying investment among 
common and preferred stocks, and cor- 
poration and government bonds, bought 
on every major world market, transient 
market fluctuations on one market are 
buffered by holdings in all other parts 
of the world.” And the fund has a facile 
nostrum for inflationary hazards — 
“the Fund adds the advantages of global 
diversification of currencies to those of 
diversified investment.” 
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But the ultimate for the mutual in- 
vestor is reached when the prospectus de- 
tails the tax advantages of the fund’s 
Tangier domicile: 


“Tangier enjoys a unique tax-free 
and exchange-control-free status. 
There are no restrictive regulations 
on the exchange of money to delay or 
hamper its transfer to or from other 
countries. There are no personal or 
corporate income taxes to diminish 
profits, and there are no taxes of any 
kind on investment companies such as 
the World Wide Trust Fund, The 
Province of Tangier presents itself 
as the ideal location for the economi- 
cal and profitable management of an 
investment company... 


“What is perhaps of even greater 
concern to the individual, is that in 
Tangier his affairs are never subject 
to the scrutiny of Government in- 
vestigators. An investment in the 
World Wide Trust Fund is not only 
an investment in the future prosperity 
of the world, but it is also an invest- 
ment in individual] liberty.” 





One William Exceeds $10 Million 


Investor purchases of the One William 
Street Fund, Inc., totaled $10,437,194 
during the Fund’s first 21 business days 
of operation, ending June 30, Dorsey 
Richardson, president of the Fund’s prin- 
cipal underwriter, William Street Sales, 
Inc., reported. These sales represented 
about 10% of the recent average month- 
ly sales of all U. S. open-end investment 
company shares, Mr. Richardson said. 

Already the 11th largest mutual fund 
in the United States, the One William 
Street Fund now serves approximately 
100,000 individual and _ institutional 
shareholders. It commenced operations 
on May 29 with total assets of $221,216,- 
128 and 19,131,460 shares outstanding, 
following an initial public offering by 
Lehman Bros., which was the largest ini- 
tial issue of a “mutual fund” in history. 

The Fund expects to declare its first 
investment income dividend in October. 
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EATON & HOWARD STOCK FUND 


A mutual investment fund seeking possible growth of principal 


and income primarily through diversified investments 


in selected common stocks. 
Managed by 
EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


Russ Building 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 














Capital Stock 





Stein Roe & Farnham 
STOCK FUND, Inc. 


An open-end investment fund which will provide a 


diversified portfolio of selected common stocks. 


Available at Net Asset Value 
Copies of the prospectus available from 


Stein Roe & Farnham STOCK FUND, Inc. 
135 South La Salle Street 
Chicago 3, Illinois 


This announcement is not an offer to sell or a solicitation of an offer to 
buy any of these shares in any states in which the shares are not qualified. 
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An. Aa. Aan. Aan. — Aan. Aan. 
—— End of Month Range for Period...._.____»___ ee 
June May June 1958 1951--57 
1958 1958 1957 High-Low SichEew 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
8-Year Taxable Treas. —.............. % 2.15 1.97 3.82 2.75-1.92 4.10-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. —................ % 2.54 2.38 3.85 2.85-2.27 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. -................... % 2.92 2.69 3.84 2.97-2.56 3.97-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/15/72-67 _..... TN 3.03 2.83 3.67 3.03-2.73 3.77-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%s, 12/15/72-6 % 3.02 2.83 3.63 3.02-2.72 3.72-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
SSN nr 3.26 3.11 3.60  3.30-3.04 3.69-2.59 (b) (b) (b) (b) 
> ie / 3.22 3.10 3.58 3.31-3.05 3.60-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term ___....._..... iy 3.62 3.57 3.97 3.68-3.55 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term _.. ae 3.81 3.79 4.06 3.92-3.74 4.31-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term _.... “ 4.00 4.02 4.14 4.13-3.95 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term G 4.54 4.58 4.68 4.96-4.52 5.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term ___....... a 2.78 2.71 3.23 2.86-2.64 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term ee; 3.01 2.95 3.45 3.06-2.87 3.72-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term re 3.20 3.138 3.74 3.29-3.07 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term -__.. me 3.84 3.76 4.35 3.92-3.64 4.51-1.98  3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
ENE ee re 4.22 4.23 4.60 4.33-4.22 4.68-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
PY ND wearin 5.13 5.07 5.32 5.24-5.07 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade Y 4.12 4.13 4.43 4.32-4.11 4.67-3.46  3.92-3.27(e) (e) (e) (e) 
Medium Grade -.................... % 4.56 4.55 5.00 4.90-4.54 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
I cc a 4.38 4.36 4.93 4.53-4.33 5.00-3.78 4.24-3.40(e) (e) (e) (e) 
Medium Grade —................... % 4.75 4.72 5.06 4.95-4.69 5.34-4.18 4.65-3.69 (e) (e) (e) (e) 
6. Common Stocks 
125 Industrials—Prices (g) ~~~ $144.74 139.97 155.23 144.74-129.97 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) —........... 5.76 5.77 5.89 5.86-5.76 5.94-4.138  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields -.......... % 3.98 4.12 3.79 4.49-3.98 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
*Revised 
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DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 





The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 


~~ 


in this type of investment. Inquiries will receive 
the personal attention of experienced officers. 


Bond Department 


THE 

81(f) 
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“ HASE MANHATTAN 
from BAN K 

CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 
Member Federal Deposit Insurance Corporation 
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Stock MARKET INFLATION: 
CAUSES AND PossIBLE CONSEQUENCE 


The question has been often asked 
of late why common stocks have per- 
sisted in going up, in the face of a 
business situation substantially worse 
than even the gloomiest economists were 
predicting last fall. We have read a 
great many answers to this question (in- 
cluding one of our own written early in 
June) but are not completely satisfied 
that the movement can be explained 
away on the principal current theories, 
viz: (1) that thousands of big and little 
investors were “washed out” of the mar- 
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Tn BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly dividend of Fifty 
Cents (50¢) per share on the 
capital stock of the Company, 
payable August 15, 1958 to 
stockholders of record at the 
close of business July 15, 1958. 

R. E. PALMER, Secretary 


June 25, 1958 
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THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 106 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 3742 cents 
per share payable August 15, 1958, 
to shareholders of record 
July 15, 1958. 


MILES J, DOAN, SECRETARY 








ket when they took their tax losses last 
December, lacked the courage or the 
inclination to reinvest in following 
weeks, and are now giving up the strug- 
gle with a market which “won’t go 
down,” (2) that the large investment 
trusts, with their professional staffs of 
economists, correctly foresaw in Decem- 
ber that business would be worse than 
expected this spring, and drew the as- 
sumption that there would be a second 
wave of selling, during which they 
could use their accumulated cash to 
maximum advantage, (3) that the busi- 
ness recession bottomed out in April 
and, after a dull summer, there should 
be a smart pickup in activity in the 
fourth quarter, a slow recovery through 
1959, then boom again beginning in 
1960. The market hit bottom nine 
months ahead of business in 1953. This 
time it was six months ahead. 

There seems to be more than a grain 
of plausibility in all these theories, but, 
in our opinion, the real answer lies in 
a special form of inflation, which for 
simplicity’s sake we shall call Stock 
Market Inflation, whose presence has 
been suspected for many years, but 
which showed itself in its true colors for 
the first time in last fall’s “panic.” If 
one had been equipped with a crystal 
ball which foretold unequivocally last 
July that the D-J industrials were going 
to decline 100 points within three 
months, would one have bought grocery 
store stocks, tobaccos, utilities, and the 
like or would one have waited? Had one 
chosen the latter course, it would in 
many instances have been a mistake — 
in defiance of almost every historical 
stock market precedent. 

It is obvious in retrospect that funds 
were switched from one group to an- 
other following a sudden change in in- 
vestment climate, but we also know that 
between July and mid-October very 
large sums of money went entirely out 
of common stocks into government 
bonds or some similar short term refuge, 
so that large amounts of money must 
also have been coming in, and coming 
in in such a steady flow that, once the 
public selling stampede was over, the 
market continued to rise, as if nothing 
had happened and those groups referred 
to above did not even act as if the 
stock market had been disturbed. 

With public money apparently return- 
ing to the market the picture is again 
confused, but we believe the events of 
last fall and the action which has gone 
counter to logic for so many months 
can, in large measure, be analyzed with 
a fair degree of accuracy. We shall, how- 


ever, merely point out some of the 
principal sources of continuing upward 
pressure on stock prices: 

(1) Company pension funds are now 
accumulating cash for investment in 
common stocks at a rate of over $1,000.. 
000,000 a year and growing steadily. 
Most of them follow involuntary dollar 
averaging plans which will continue to 
operate independently of the economic 
outlook. Most plans will not even change 
from one security to another unless 
there is overwhelming evidence they 
have made a mistaken choice. When one 
operates exclusively in “blue chips,” 
mistakes are hard to prove, no matter 
how obvious they may seem to an ob. 
server. 

(2) In recent years the rate of per- 
sonal saving has reached $20,000,000.- 
000 annually, of which about $7,000. 
000,000 found its way last year into 
time deposits. Obviously some portion 
of the balance has been invested in com. 
mon stocks. The spectacular success of 
such new offerings as One William Sireet 
and Lazard Fund is an indication of the 
public’s investment appetite. 

(3) We describe this situation as in- 
flationary because this new money, com- 
ing into the market in such large quan- 
tities finds no outlet, direct or indirect. 
in the production of goods. It is all 
thrown into the secondary market where 
it bids against other money for a stable 
floating supply of common stocks. 

The floating supply itself is further 
limited by the reluctance of investors 
to take capital gains; and what would 
normally produce a bona fide demand 
for new equity investment, which would 
enable American industry to pay off 
its burdensome debts and pursue its ex- 
pansion programs on a sound money 
basis, is sterilized through the anti- 
quated taxing policies of the govern- 
ment. These (a holdover from World 
War II when high taxes were offset by 
high depreciation allowances and equity 
financing was virtually impossible — 
and socially: undesirable — because the 
government was competing in the in 
vestment market with money raising 
activities of its own) allow a corpora- 
tion to borrow money at a pre-tax cost 
of 344%-4%, while the cost of the same 
money. if the stock is to pay 4% divi- 
dends and accumulate adequate reserves, 
may run as high as 16% before taxes. 
What management will deliberately 
embark on an expansion program or re- 
tire debt to show lower earnings? 

The underlying conditions of this 
stock market inflation, therefore, seem 
to be of a more or less permanent na- 
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ture. They pose a number of peculiar 
problems, particularly to the profes- 
sional investor who is only too clearly 
aware of the extremely optimistic valu- 
ation currently being placed on certain 
stocks and may even slowly be begin- 
ning to discover that many of the fan- 
tastically exploited “growth” stocks of 
recent years may belong in a category 
with certain varieties of Dutch tulips 
and shares in the Earl of Harley’s South 
Sea Company. A similar problem ex- 
jsted in 1929 and was rather easily 
solved by the events which followed. It 
could, of course, happen again, and ithe 
experiences of last fall, and the one 
day performance of September 26, 1955, 
have shown that today’s markets are 
not impervious to changes in public 
psychology. Leaving this possibility 
aside, however, it would appear that the 
manager of other people’s money is fac- 
ing an increasingly difficult task, in 
which reasonable values will be eagerly 
sought by large amounts of capital and 
where the competition for good invest- 
ment information and research may well 
cause some inflation in the prestige and 
rewards of this long neglected and un- 
derrated branch of our industry. 

We believe the effect of continuing 
stock market inflation will be greatly io 
deemphasize the role of the “Favorite 
Fifty’ (which may be bid up to prices 
at which no one but a dollar averaging 
pension fund will buy them) and ex- 
aggerate the role of “special situations.” 
lf this era comes without some inter- 
vening catastrophe, it should be a fas- 
cinating period to work in. For the first 
time the professional investor will be 
really worthy of his hire and will not 
be able to outperform his competitors 
merely by buying GE and IBM. 

B. K. THURLOW 
J. R. WILLISTON & BEANE 


Bonn OuTLOOK FAVORABLE 


The action of the equity market over 
the past several weeks raises a question 
as to the degree of artificiality in that 
market, Can anyone definitely state that 
the economy has turned for the better 
and that business profits are again on 
the upgrade? If the answer is in the 
negative, which most economists be- 
lieve, perhaps bond markets, irrespective 
of rumors, had a right to be weaker, as 
the only justification for continued 
specuiation in the equity markets would 
be based entirely on inflation fears. If 
this feeling should snowball, it would be 
only natural to expect buyers of fixed in- 
‘ome securities to make plans against 
future drastic decline in purchasing 
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power. There is no evidence yet that the 
trend is in that direction. Until bonds 
lose their popularity with pension fund 
investors any fundamental change in 
bond markets should be influenced only 
by interest rates. 

In light of this, it is conceivable that 
equity and fixed-income markets could 
both be firm although it appears to the 
writer that the bond market is on much 
safer ground than the equity market. 

The tax-exempt market has given way 
from early June levels. Price concessions 
have resulted in a fair demand for 
issues that have been on dealer shelves. 
The new issue market, however, has met 
with considerable resistance, consequent- 
ly a period of realistic prices may be 
ahead over coming weeks. Any lighten- 
ing of the new issue calendar could im- 
part a degree of optimism so investors in 
the tax-exempt market should not expect 
any material further decline. That tax- 
exempts are out of line with other bond 
markets cannot be denied. 

The corporate bond market, after 
showing a good degree of strength early 
in May, was seriously affected by the 
action of the Government market and 
prices have eased considerably from 
those of only a month ago. New issues 
must be priced realistically to invite in- 
vestor reception but, strangely enough, 
issues freed from syndicates recovered 
considerably from the low point, at the 
time of syndicate dissolution. The weak- 
ness, in addition to the influence of the 
Government market, was caused partially 
by a newspaper story that the Federal 
Reserve had changed its policy. It now 
seems that this story has been dis- 


credited; consequently, the corporate: 
market may be considered as having hit 
a pocket and a recovery at least to the 
levels of a month ago should be in store. 
Long-term buyers should take advantage: 
of weakness. 

The Government market seems to be 
finally adjusting itself. The writer is of 
the opinion that a great deal of recent 
weakness was caused by the action of 
speculators. For over six-months the 
speculative interest in the long-end of 
the market has probably been larger than 
imagined. The recent offerings by the 
Treasury were heavily subscribed by 
speculators who evidently ran for cover 
when the after-markets did not conform 
to the ascending patterns of the previous 
six months. No market could stabilize 
during a period of heavy liquidation; 
consequently, now that the “free-riders” 
have been burnt, a more sensible ap- 
proach can be taken. The Government 
market should rally somewhat during 
coming weeks. 

A period of modest strength may be: 
indicated over the summer months and 
that, unless the Federal Reserve makes: 
an abrupt change, present yields can be 
considered as quite liberal. The Ameri-- 
can Bankers Association in a recent sur-: 
vey stated that bankers foresee likeli- 
hood of a modest drop in interest rates 
over the second half which implies con- 
tinued ease in money. For this and other 
reasons one cannot help but take a con-. 
structive attitude toward bond markets. 

Joun P. GoURVILLE 
PAINE, WEBBER, JACKSON 
& CURTIS 


July 1, 1958 
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Investor preoccupation with inflation has 
brought an increasing disregard of such time 
proven criteria of security selection as earn- 
ings, return on investment, dividends, book 
values, current assets per share, and the 
rates of change in these basic variables. The 
behavior of stock prices in past inflations, 
both of the creeping and explosive types, 
indicates no uniform pattern. Some stocks 
rose in price to match or to exceed the de- 
cline in purchasing power of the monetary 
units, frequently reflecting a composite of 
internal factors peculiar to those companies. 

To rationalize the tenacious holding of 
any and all common stocks on the grounds 
that they constitute a “hedge” against fur- 
ther price inflation is imprudent unless de- 
cisions to hold individuai issues can be forti- 


O. ROGERS FLYNN, 


Contributing Editor 


fied by some of the more definitive measures 
of stock value. 

This department has called attention to 
the unique risks that may attach to ‘growth” 
stocks in periods of contracting business be- 
cause of high break-even points that fol- 
lowed the anticipatory expansion of plant 
and other facilities. The leverage of heavy 
fixed expenses magnifies the effect on net 
inceme of downward changes in revenues. 

A growth stock which, by definition, may 
be expected to return higher per-share earn- 
ings in the future generally will anticipate 
this favorable result with a higher present 
market price than would be warranted on 
the basis of its historical earnings alone. 
Growth stocks thus offer “double jeopardy” 
to their holders: first, the adjustment in the 


MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


at. 


market appraisal of lower earnings; second, 
a further downward price adjustment to re- 
flect the possible dimming of future pros. 
pects or growth expectancy. 

When the outlook is clouded, the stocks 
that sell at high multiples of recent earnings 
need careful and _ continuous _ scrutiny. 
“Growth” stocks are fundamentally invest: 
ments in “futures,” predicated generally on 
a premise that past records of growth of 
the shareholders’ interests, earnings, and 
dividends will be continued. Established 
products and processes become obsolete. In- 
tense competition to improve “market 
shares” now makes the introduction of a 
new product an uncertain and costly under- 
taking. Hence, accurate appraisal of a com- 
pany’s future prospects is, at best, inexact. 





BRUNSWICK-BALKE- 
COLLENDER CO. 


By B. E. BENSINGER, president 


In 1957 Brunswick installed some 
7,000 pinsetters of an industry total of 
about 19,000 installations. Forecasts for 
1958 are for 9000 new installations by 
Brunswick with present backlog of 7800 
units. An annual increase in excess of 
7,000 new lanes for several years is 
predicted and after 1958 profit on one 
third fewer sales should equal 1958 earn- 
ings from pinsetters. This year will com- 
plete write-off of non-recurring costs and 
development expenses and royalty pay- 
ments to the Murray Corporation will 
terminate. 

Second quarter earnings will double 
the $2.07 a share reported in 1957. Net 
for 1957 reached $5.53 a share on sales 
of $123 million. 

Mr. Benzinger stated that the com- 
pany owes “a lot of money” and indi- 
cated that there are no immediate pros- 
pects of an increase in dividends or 
present plans for additional financing. 
St. Louis Society, June 5. 


CARTER PRODUCTS, INC. 
By H. H. Hoyr, president. 


Unaudited earnings for the fiscal year 
ended March 31 were $2.18 a share 
against $1.74 for 1957. Sales increased 
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from $41.8 million to about $42.5 mil- 
lion but net rose over 25%. Sales out- 
look indicates further improvement. 

Non-prescription products and several 
new ethical items off-set the decline in 
sale of “Miltown,” Carter’s tranquilizer. 
This meprobromate also is supplied 
under license to other major drug com- 
panies. 

“Miltrate,” a combination of mepro- 
bromate and PETN, has been tested for 
angina and was first marketed in June. 
Other meprobromate combinations have 
been introduced for the treatment of 
ulcers, arthritis, and menopause. 

Four Carter products rank first in 
their fields in terms of packages sold, 
Arrid, Nair, Rise and meprobromate. 
Carter’s Little Liver Pills are “a unique 
product that does not fit into any cate- 
gory.” If classified as a laxative they 
rank among the “top two or three 
products on the market.” 

Carter has recently entered the food 
field with the acquisition of the French- 
ette Co., makers of three low-calorie 
salad dressings. 

New York Society, June 9. 


CONTINENTAL BAKING CO. 


By B. Newton LaucGHLIn, president 
Prepared cake mix sales reached a 

peak in 1956 and have since been level- 

ing off. Bread sales in grocery chains 


maintaining their own bakeries were 
10% greater in the first quarter of 
1958 than in 1957. Continental’s sales in 
these stores represent about 15% of 
their total volume of bakery products. 

Continental’s bread brands are first 
or second in volume in 80% of market- 
ing territories. Aggregate bread sales are 
ahead of last year in spite of some fall- 
off in depressed and price cutting areas. 

Profits are improving in frozen food 
operations with better prices. Potato 
chip sales have improved. Lower costs 
through automation and closing of an 
unprofitable plant have aided earnings. 

Profits for 1958 are expected to equal 
the $4.62 a share reported last year: 
sales are expected to reach last year’s 
$308 million. 


New York Society, June 23. 
GENERAL TELEPHONE CORP. 


By Dona.p C. Power, president 


Although earnings for the first four 
months are slightly below last year 
($.97 vs. $1.01) company expecis to 
equal 1957 earnings of $3.03. Manufac- 
turing operations are expected io be 
substantially better this year with 00% 
of manufacturing profits to be earned in 
the last half. 

Current quarterly dividends are $.50 4 
share, raised from $.45 in the 4th 
quarter of 1957. 1957 was the sixth con- 
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secutive year in which total dividend 
payments were increased, and 50% stock 
disiributions were made in 1954 and 
1955. 

it is too early in the year to think 
about a dividend increase and additional 
stock dividends are not now under con- 
sideration. 

Applications for higher rates aggregat- 
ing about $27 million are in process and 
no additional parent company financ- 
ing is contemplated prior to spring 
1959, 

New York Society, June 18. 


GERBER PRODUCTS CO. 


By DANIEL F. GERBER, president. 


Earnings for the fiscal year ended 
March 31, were $3.56 compared with 
$3.09 for the preceding year. Sales in- 
creased 9.6% from $108 million to $119 
million. Lower earnings were due to 
price wars, particularly in markets on 
the west coast, and higher labor and con- 
tainer costs. 

Baby food sales growth is expected to 
outstrip that for adults. No increase in 
the birth rate is forecast for the next 
two years because of the current decline 
in number of marriages. Sales for the 
first two months of the current fiscal 
year are ahead of 1957. 

Gerber has currently about 45% of 
the $250 million annual sales of baby 
foods with its line of 92 items. Company 
does not contemplate new financing or 
stock dividends. 

New York Society, June 3. 


GREAT NORTHERN RAILWAY CO. 


By Joun M. Bupp, president 


“Fundamental policy of the directors 
is only to undertake dividend payments 
that can be maintained but the board 
will not continue to pay dividends harm- 
ful to the railroad.” 

For the four months ended April 30, a 
loss of $236,390 compared with earnings 
of $4,688,160 last year. Gross revenues 
were down for this period from $80 mil- 
lion to $68 million. For the full 1958 
year earnings of $22 million have been 
forecast compared with $26 million in 
1957. 

Capital expenditures for 1958 will be 
about $20 million vs. $35 million last 
year. Mr. Budd said “we will not b2 
hurt by current reductions in mainten- 
ance and replacements.” An accelerated 
program of rehabilitation and repairs 
since World War II has been pursued. 

Studies of the merger possibilities 
between Great Northern, Northern 
Paci‘ic and Burlington are still being 


J ULY 1958 


conducted but no definite proposals are 
expected soon. 
New York Society, June 6. 


KELLOGG CO. 


By Lye C. ROLL, president. 


With consolidated sales for the first 
five months 2% ahead of last year net 
earnings improved 4%. Sales and earn- 
ings for the full year are expected to at 
least equal the $213 million volume for 
1957 and earnings of $3.76. 

The trend toward convenience foods 
is still in its initial stages and per 
capita consumption of ready-to-eat 
cereals should increase in all Kellogg’s 
sales areas. 

Plant improvements will reach $16 
million in 1958 including a new branch 
installation in Europe and a large plant 
in Memphis. Research and development 
outlays exceed one million dollars an- 
nually. 

Foreign operations contributed about 
30% of net in 1957. Kellogg has over 
50% of the prepared cereal business in 
the British Isles. Company expects to 
maintain its policy of distributing about 
50% of net earnings as cash dividends. 

New York Society, June 17. 


PENNSYLVANIA RAILROAD CO. 


By Davin C. Bevan, financial vice presi- 
dent. 


The largest rail carrier system lost 
about $20 million in the first four 
months of 1958 compared with a net 
profit of $8 million last year. This year 
should be the worst in the road’s cen- 
tury-long 
deficit. 

“There are many uncertainties in fore- 
casting the second half outlook and I 
can only state that . . . we hope to be 
in the black, but obviously we can give 
no guarantees...” 

No dividends will be paid before the 
fourth quarter, if at all. Working capital 
position is substantially below a proper 
level. For the railroads as a group there 
is probably a current working capital 
deficit, if computed on the basis of 
removing materials and supplies from 
current assets and increasing current 
liabilities by the amount of debt matur- 
ing within twelve months. This decline 
in current assets has taken place within a 
period that has been most profitable for 
industry. 

Failure to pay a 1958 dividend could 
break the longest continuous dividend 
record since 1848, of stocks listed on the 
New York Stock Exchange. 

New York Society, June 13. 


history with a_ substantial 


QUAKER OATS CO. 


By Donavp B. Lourie, president 


“Despite general opinion, the food in- 
dustry is a very rapidly changing busi- 
ness. About two-thirds of today’s grocery 
store sales are on products which are en- 
tirely new or have been basically im- 
proved in the last ten years. Of that two- 
thirds about 50% are entirely new and 
the other 50% basically improved, such 
as instant coffee and instant oatmeal. 

“Convenience foods continue to grow 
in demand. A transfer has taken place 
from the home kitchen to the food 
processing plant. A few years ago it took 
about 51% hours to prepare a day’s food 
for a family of four. Today comparable 
meals can be prepared in 11% hours.” 

Sales break down into: cereals 28%; 
feed 19%; pet foods 18%: flour 7%; 
miscellaneous, including prepared mixes, 
chemicals, grain, and all other 28%. 

Research expenditures total $2 mil- 
lion annual and advertising $15 million. 

Foreign sales will produce about $2 
million of dividends in 1958. In addi- 
tion, sales eutside the U. S. included in 
consolidated statement totaled $42 mil- 
lion of the $300 million reported in fiscal 
1957. Sales and earnings for the year 
ended June 30, 1958 are expected to top 
the previous year’s net profit of about 
$12 million. Only dividends of foreign 
subsidiaries are taken into the consoli- 
dated statement which includes the $42 
million export sales of domestic sub- 
sidiaries. 

New York Society, May 29. 


UNITED STATES GYPSUM CO. 
By C. H. SHAVER, president. 


“With respect to the future, we feel 
justified in a considerable degree of 
optimism. Household formations un- 
doubtedly will trend toward higher totals 
in the next few years. Demolitions of 
present housing will be high during the 
contemplated big roadbuilding program. 
Occupancy of present housing is at a 
very high historical rate. Urban renewal 
programs are receiving considerable in- 
terest and attention. And the most im- 
portant factor of all, the annual popula- 
tion increase, is at a high level. With 
the annual net increase in the popula- 
tion estimated at 3,000,000 people, there 
is a continuing need for increased shelter 
and space.” 

Additions and improvements during 
1957 were $10 million against deprecia- 
tion throwoff of about $9.4 million. 
Capital expenditures for 1958 will total 
$18 million. 

Chicago Society, June 5. 
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HE GROWTH CHARACTERISTICS OF 
4 ire electric utility industry help to 
explain its great interest in nuclear 
power in planning for the future. 


The market for electric power is 
steadily expanding both horizontally and 
vertically, with no foreseeable limit to 
the applications of electricity either in 
the home or plant. This is especially 
pointed up by the need for more pro- 
‘duction per manhour—the spur for more 
automation. 


For example, as to the thinking for 
the future in the electric industry, at 
last month’s annual gathering of electric 
‘utility executives — the Edison Electric 
Institute Convention in Boston — EEI’s 
retiring President, J. W. McAfee, who is 
president of Union Electric Company of 
‘St. Louis, made some startling forecasts 
about the use of electricity only twenty 
years hence. In 1979, the centennial year 
of Edison’s electric light, annual sales 
for the industry are expected to be three 
trillion kilowatt hours, more than five 
‘times last year’s record. This is based 
on a predicted annual growth of about 
‘eight per cent, with a doubling of sales 
every nine years. 1979 revenues could 
‘hit $50 billion annually, over six times 
1957’s record $8 billion. 

To meet this demand generating capa- 
bility will have to be expanded more 
than five times by 1979 to some 500 
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“By 1979, Centennial year of Edison’s first 
‘electric light, electric utility sales are ex- 
‘pected to reach three trillion kilowatt-hours 


annually, over five times 1957 sales. 
(All Charts from Edison Electric Institute) 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


UTILITIES AND THE ATOM: NEEDS, HOPEs, 
AND PROBLEMS 


million kilowatts. Company investment 
in electric plant and equipment is ex- 
pected to reach $221 billion, nearly six 
times the $36.5 billion at the end of 
1957. The cost per installed kilowatt— 
currently about $375—is expected to rise 
slowly in terms of current dollars, at a 
far lower rate than the general inflation- 
ary trend. 

Lest these estimates 


should 


seem 
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To generate the forecasted three trillion 
kilowatt-hours annually in 1979, generating 
plant capability will have to be expanded 
nearly five times. Capability of 665 million 
kilowatts will be required — including re- 
serve margin of 15 per cent over demand — 
assuming a load factor of 66.6 per cent, 
about the present national average. Of this 
665 million kilowatts, better than 75 per 
cent or about 500 million kilowatts will be 
in investor-owned plants. 








extravagant, Mr. McAfee noted that in- 
dustry forecasts have traditionally been 
on the conservative side. For instance, 
ten years ago EEI forecast that annual 
sales would reach about 370 billion kilo- 
watt hours in 1957. The actual figure 
was one-third higher. Actual 1957 per- 
formance was from 5 to 14 per cent 
higher than predictions made within the 
last five years. 

Pointing out that 1958 will be a 
record year for new construction in the 
power business, McAfee added: “Cer- 
tainly our plans for adding new gen- 
erating capacity this year show we have 
no fear that the future will not be at least 


VINCENT R. FOWLER 


Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 
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In terms of 1979 dollars, taking inflation into 
account, electric utility plant investment in 
that year will be about $221 billion — nearly 
six times the $36.5° billion at the end of 
57. (Lower line indicates cost on basis of 
1957 constant dollars; a continued inflation: 
ary trend will mean something like $40 bil- 
lion in excess plant costs in twenty-two 
vears. ) 





as remarkable as the past.” The ap- 
proximately 1534 million kilowatts to 
be installed in 1958 is about equal to 
the total net installations of the ten years 


between 1936 and 1946. 
The Atom: Need and Hope 


This picture of growth makes it easier 
to understand why the electric utilities 
have already committed more than $520 
million to the development of nuclear 
power plants even though, as Mr. Me- 
Afee observed, it will be a long time 
before electricity produced from nuclear 
fuels will be “fully competitive” with 
electricity produced from the conven- 
tional fossil fuels — coal, oil and gas — 
but the fossil fuels are not inexhaustible 

. . and with the tremendous increases 
in energy needs expected over the years, 
there will come a time of growing re- 
liance on uranium and other fissionable 
materials.” 

It should be noted that even before the 
fossil fuels‘are exhausted (a considerable 
span of time, in the case of coal), the 
costs of such fuels are expected to trend 
upward as the richer, more accessible 
deposits are worked out. 


Even in fuel-rich Texas, utility re 
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1937 1957 1979 


As this chart indicates, the cost per installed 
KW of capacity is expected to rise at a 
much less rapid rate than the inflationary 
trend. The dotted Handy-Whitman index line 
indicates overall cost of construction in the 
industry. Steady advances in design and use 
of larger generating units have enabled the 
industry to keep the really important figure, 
cost per installed kilowatt, from moving up 
as rapidly as inflation. 





search is going forward. In a recent 
publication the Texas Atomic Energy 
Research Foundation, backed by eleven 
Texas electric utilities, stated: 

“The relative abundance in Texas and 
the Southwest of natural gas and oil is 
strong assurance that new or additional 
fuels will not be required in this area 
for some years. However, this apparent 
period of grace was not accepted by the 
electric utility companies in Texas as a 
signal to do nothing, but as an oppor- 
tunity to develop a program of research 
that, if successful, might bring near the 
day when nuclear energy could be 
sufficiently economical for use in the 
generation of electric power in the 
Southwest.” 


Cost Break-Through Coming 
Whenever and wherever the cost- 
curves for fossil fuels vs. nuclear fuels 


cross, nuclear power will be economic. 
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Electric revenues should reach about $50 


billion annually by 1979, over six times the 

1957 reeord of $8 billion. Taxes, at present 

rates, will move up six times also, to $12 
billion from last year’s $1.9 billion. 


Jury 1958 


This has already occurred in one area 


‘of. Califormia;~according to the Pacific 


Gas & Electric Company. Last month 
PG&E’s President, N. R. Sutherland, an- 
nounced that the company should 
achieve competitive nuclear power at a 
60,000 kilowatt plant to be built by mid- 
1962 in the Humboldt Bay area. PG&E 
expects to approach eight-mill power 
from the first nuclear fuel core used and 
eight-mill power definitely from the 
second. Sutherland said that the capital 
cost of the nuclear plant will be greater 
than that of a comparative steam plant 
($20 million vs. $11 million) but with 
oil priced at $3 per barrel in the some- 
what remote Humboldt region, atomic 
electricity will break even with conven- 
tional steam power. PG&E’s studies also 
show that a larger nuclear plant could 
become competitive with the most efhi- 
cient steam plants using $3 oil when 
capital costs of nuclear plants are re- 
duced to about $270 per kilowatt. 

Eight western electric utilities have 
formed the Rocky Mountain-Pacific Nu- 
clear Research Group to study develop- 
ment of gas-cooled nuclear power re- 
actors and the possibility of direct con- 
version of heat into electricty without 
conventional generators. This is the first 
large-scale utility study of the latter pos- 
sibility. The two-year, half million dol- 
lar study will be carried out for the 
utilities by General Atomic Division of 
General Dynamics Corporation. The 
groups member utilities are Pacific 
Power & Light, Washington Water 
Power, Arizona Public Service, Cali- 
fornia Electric Power, Public Service of 
Colorado, Public Service of New Mexico 


and Utah Power & Light. 


Predicts Nuclear Power in Volume 


At the same convention Elmer L. Lind- 
seth, chairman of EEI’s Atomic Power 
Committee and president of Cleveland 
Electric Illuminating, asserted: “Predic- 
tions as to the time of reaching specific 
amounts of nuclear kilowatt-hour output 
are of necessity uncertain. But one im- 
portant fact can be predicted without 
hedging or reservation: nuclear power is 
going to come, and in large amounts . . . 
never before in the history of our in- 
dustry has a technological development 
portended such far-reaching economic, 
social and political impacts.” 

Nuclear power predictions cited by 
Lindseth were: 


McKinney Panel Prediction (Jan. 
1956) — 5 to 9 million kilowatts of 
nuclear plant capacity by 1970, gener- 
ating between 5 and 15 per cent of 
total output by 1975. 

Atomic Industrial Forum Prediction 
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Use of electricity in large industry accounts 
for about half the total power sales. Com- 
mercial sales (stores and offices) account for- 
nearly 20 per cent. Industrial sales in 1979 
will total about 1.3 trillion KWH (up 4% 
times) and commercial use will be 533 bil- 


lion KWH (up 5% times) the 1957 figures.. 





— (Jan. 1958) — 6 million kilowatts 
by 1968. 

Prediction by Philip Sporn, Presi- 
dent, American Electric Power Com- 
pany (April 1958) — 5 per cent of 
total installed capacity by 1975, gen- 
erating 7% per cent of total output. 


Affects All Phases of Utility 


Business 


In five areas Lindseth predicted the 
advent of nuclear power will significant- 
ly affect the electric power industry: 


1. Public Relations 

As a regulated industry of high 
visibility, and a favorite political 
whipping-boy, the electric utility in- 
dustry cannot eontinue to flourish 
without a favorable climate of public 


opinion. 
The public — and regulatory bodies 
and politicians — must understand 


the facts of nuclear power. “It is 
amazing,” Lindseth observed, “how 
many people fail to realize that even 
if nuclear plants could be built for 
nothing, even if nuclear fuels were 
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By 1979, residential and rural sales of elec-- 
tricity will increase seven times, to about 1.1 
trillion KWH. Of interest is the expected! 
proportionate increase of sales in this cate- 
gory, from today’s 28% of total kilowatt- 
hour sales to better than 35%. This segment: 
yields the highest earnings and is the most: 
recession-proof. 


663: 











free, it would still cost money to pro- 
vide electric service.” 

Public understanding of the nuclear 
power timetable is equally important, 
lest misunderstanding generate in- 
creasing pressure for government- 
operated nuclear power plants. “Pub- 
lic opinion is always important to 
us. But it has never been as im- 
portant as it is today.” 


2. Fuel-Cost Differentials & Plant Lo- 
cation 

“As the cost of nuclear power is pro- 
gressively reduced,” Lindseth noted, 
“it will become competitive first in 
high fuel-cost areas. Eventually, al- 
though it may be a number of years 
later, it will be competitive every- 
where. 

“This single fact is of course going 
to cause a major shift in the eco- 
nomic and industrial geography of the 
United States. 

“Today, such industries as_ basic 
metals, alloys, and electro-chemicals 
favor locations where they can most 
cheaply obtain the large amounts of 
power they use. But with fully com- 
petitive nuclear power, they will be 
no longer restricted to the low fuel- 
cost areas of today. Determining fac- 
tors in their location will be chiefly 
markets, raw materials, labor force, 
and available sites. 

“Obviously, this is going to provide 
hitherto unknown opportunities to a 
lot of power companies in their area 
development programs. Formerly fuel- 
poor areas will have new advantages 
for industrial prospects. Conversely, 
fuel-rich areas that have hitherto nad 
advantages built on lower generating 
costs are going ~o have nationwide 
competition.” 
3. Impact on 

nomics 

In the choice of locations for nu- 
clear power plants, such factors as 
fuel supply, delivery and atmospheric 
pollution will cease to be deter- 
minants. The controlling factors will 
be sites, proximity to load and avail- 
ability of condensing water. 

For economic reasons, nvclear pow- 
er plants will probably be much larger 
than the largest current conventional 
ones, “possibly by a factor of two or 
three or more.”’ 

Such capacity may be more than 
can be absorbed on individual systems. 
Multi-company power pools or trans- 
mission networks are likely, probably 
at ultra-high voltages, 345 up to 500- 
600 kilovolts. Arrangements on in- 
terchanges, joint ownership of facili- 
ties, pooled reserves, ete., will be re- 
quired. 

4. Impact on Financing 

Nuclear plants will require higher 
investment ratios per unit output. Be- 
cause the ratio of fixed costs to 
operating costs will be higher, capital 
structures may be altered. Higher de- 
mand charges in utility rate struc- 
tures can be exvected. 

Early obsolescence is likely, par- 
ticularly in the “first generation” nu- 
clear plants. Depreciation will present 
problems, and special depreciation in- 
centives may be required. “Our rate 
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of return as an industry I believe 
is too low,. not only .for today, but 
more so for what lies ahead.” 
5. Impact on Utility Manpower 
“Teo: long, our industry has been 
short. of manpower adequate for our 
rate of growth,” Lindseth said, “The 
coming of competitive nuclear power 
is going to intensify that situation 
too.” 


Washington Developments 


_A.E.C. Chairman Strauss, a stalwart 
proponent of giving private enterprise 
the first crack at power reactor projects, 
resigned June 30, the end of his 5 year 
term. However, Admiral Strauss _ will 
serve as special assistant to President 
Eisenhower to promote the Atoms for 
Peace program and will head the U. S. 
delegation to the international atomic 
energy conference in Geneva in Sep- 
tember. 

John A. McCone, a Los Angeles busi- 
nessman with shipping interests, was 
nominated to succeed Strauss. McCone, 
a Republican who served in the Penta- 
gon during the Truman Administration, 
is expected to continue Strauss’ “part- 
nership” approach. Congressional com- 
ments indicated that McCone’s confirma- 
tion is virtually certain and that at least 
at the outset he is likely to enjoy 
smoother relations with the Congres- 
sional Joint Atomic Energy Committee 
than did Strauss. It is assumed that Mc- 
Cone will be named AEC chairman. 

Meanwhile, AEC confirmed that for 
several months it has had underway a 
comprehensive review of its organiza- 
tion, in the light of its “added and evoiv- 
ing duties.” In a separate statement, 
AEC announced the appointment of 
Major General Alvin R. Luedecke, 
USAF, as AEC general manager, suc- 
ceeding K. E. Fields, who resigned June 
30. 


Construction and Engineering 


Funds 


The Joint Committee on June 24. re- 
ported out an authorization bill for AEC 
doubling to $386 million the Commis- 
sion’s proposed fiscal year 1959 con- 
struction program. At the same time, 
the committee reduced, from $2.8 million 
to $1.25 million, funds for the Power 


Reactor Development Company — De- 
troit Edison (Enrico Fermi) plant in 
Michigan. 


As indicated in this column last 
month, the Joint Committee wrote into 
the bill a $145 million government-built 
plutonium-producing reactor which 
could be converted to generate about 
300,000 kilowatts of electricity. Congres- 
sional authorization would be necessary 
for such conversion. 








The Joint Committee OK’d the $51. 
million gas-cooled reactor proposed by 
the AEC, Private industry will be per- 
mitted to bid on construction of this re. 
actor. However, if no acceptable bids are 
received within a thirty-day period, the 
government would build it. 

Also authorized were funds for de. 
sign and engineering studies as follows: 
$2.5 million for a heavy water moder. 
ated power reactor, $6 million for two 
large-scale power reactors and one in- 
termediate-size prototype power reactor, 
and. $750,000 for an advanced design 
power reactor capable of utilizing nu- 
clear super-heat. 


The bill goes to both houses of Con- 
gress for action, which is expected to 
be affirmative with little change. How- 
ever, the bill carries spending authority 
only; actual funds are voted separately. 

The vice chairman of the Joint Com. 
mittee, Sen. Clinton P. Anderson (D.- 
N.M.), on June 19 proposed government 
subsidies to private operators going as 
high as 90 per cent of the difference 
between the cost of a nuclear power 
plant and that of a conventional plant of 
the same output. His object: “ending the 
stalemate which presently exists.” 


“T have always thought the so-called 
‘public power’ question was a phoney in 
the atomic field. Our purpose is and has 
been to get reactors developed, built and 
operating, so that some day in the not 
too distant future, atomic power will sup- 
plement conventional energy resources.” 


Industry News 


A recent study by Jack U. Mowll. 
Chief of Marketing Research, Nuclear 
Division of The Martin Company. in- 
dicates that small nuclear power plants 
may be economically feasible at this 
time for defense installations and at re- 
mote mining camps. For defense in- 
stallations there is the additional stra- 
tegic advantage of minimum refueling. 
Another possible market may be small 
communities which would normally add 
a small thermal plant of less than 25.000 
kilowatt capacity. Such communities 
generally have high conventional-power 
costs. 


Nuclear Products—Erco Division of 
ACF Industries, Inc., has been named 
by the A.E.C. to develop and construct a 
22,000 kilowatt nuclear power plant for 
the Rural Cooperative Power Ass'n at 
Elk River, Minn. The contract with ACF 
is cost-type, with a ceiling of $9.269 mil- 
lion, including fixed fee. Completion 
date will be October 1960. 

Other government contracts to incus- 


try included: $1,025,000 to John P. 
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Hopkins Co. for construction on the 
lutonium recycle reactor at Hanford, 
Wash.; $4,897,000 to. Peter Kiewit Sons 
for construction on the Army Package 
Power Reactor to be built at Ft. Greeley, 
Alaska; $1,357,799 to Farnsworth & 
Chambers Co. a building for the gas 
cooled reactor experiment at A.E.C.’s 
Idaho test station. Aerojet-General is 
building the reactor. 

Overseas, The Economist of London, 
discussing the accelerated British nu- 
clear power plant construction program, 
said that whereas the first nuclear con- 
tracts awarded cost roughly 314 times as 
much as conventional stations, the capital 
costs of nuclear stations in Britain are 
now falling “absolutely and relatively” 
compared with conventional stations. 
The British nuclear power program was 
tripled last spring. Present goal is five io 
six million kilowatts of nuclear capacity 
by 1965. 

President Eisenhower has proposed to 
Congress a program io assist the six 
nations in the European Atomic Energy 
Community reach their goal of one mil- 
lion kilowatts of nuclear power capacity 
by 1963. The EURATOM nations are 
France, Italy, West Germany, Belgium, 
the Netherlands and Luxembourg. 
Through the Export-Import Bank the 
United States would provide $135 mil- 
lion in credit to EURATOM, with Eu- 
ropean capital providing about $215 
million, 

The U.S. also would sell EURATOM, 
a twenty-year supply 
riched 


of slightly en- 
uranium as fuel. Present cost 
would be about $480 million. EUR- 
ATOM could defer payment on the prin- 
cipal until 1974. A joint research and 
development program is also contem- 
plated, with the U. S. and EURATOM 
each contributing $50 million. It is con- 
sidered likely that Congress will give 
general endorsement to these proposals 
although action on all of them may not 
take place at this session. 
aA Ba DB 
INDIANS ESTABLISH TRUST AT 
PORTLAND BANK 

A $383,000 trust fund was established 
at United States National Bank, Port- 
land, Ore., in April by the tribal council 
of the Warm Springs Indians. The fund 
18 for the benefit of minors of the tribe 
and will be paid to them in the amount 
of $500 each as they reach age 18. It 
Is their share of the $4,400,000 paid by 
the government in exchange for the In- 
dians fishing rights at Celilo Falls. The 
fishin grounds were covered by a reser- 
Voir when the Dallas dam was com- 
Pleted last year. The tribal council will 
now study investment possibilities for 
the remaining money. 
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NUCLEAR DEVELOPMENTS IN INDUSTRY 
(Excerpts from 1957 annual reports) 


Alco Products, Inc. 


The Army Package Power Reactor 
first generated electricity on April 15, 
1957. One of the first successful nuclear- 
generating stations in the country, it 
has performed extremely well and has 
met all guarantees. Because of its initial 
success, the Company was awarded a 
contract in December, 1957 for the con- 
tinued operation of this atomic-power 
plant. 

Experience gained in the performance 


of these government contracts is being 
applied to the design of nuclear-power 
plants for civilian application, both in 
this country and abroad. To strengthen 
its position overseas, the Company early 
in 1957 completed an agreement with 
a British firm of engineer-constructors 
for the sale and erection of ALCO nu- 
clear-power plants in the foreign market. 


Allegheny Ludlum Steel Corp. 


Nuclear Metals, Inc., an affiliate of 
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Allegheny Ludlum working in the field 
of nuclear metallurgical research, an- 
nounced in mid-year the signing of an 
agreement with the Atomic Energy Com- 
mission under which it will purchase the 
government-owned equipment leased by 
it, which Nuclear will move to its own 
laboratory being constructed in Con- 
cord, Mass. 


Allis-Chalmers Mfg. Co. 


Development of plans for an advanced 
reactor led to our appointment as prime 
contractor to design and build a com- 
plete commercial nuclear power plant 
for the Northern States Power Company, 
and a group of ten other midwest utili- 
ties organized as Central Utilities 
Atomic Power Associates. 

Although only slightly larger in physi- 
cal size than the Argonne Laboratory 
reactor, Pathfinder will operate with an 
Allis-Chalmers steam turbine-generator 
unit to produce 66,000 kilowatts of elec- 
tric power. The new $28-million plant is 
scheduled for completion in 1962. 

The second major development con- 
cerned the selection of Allis-Chalmers 
and the Radio Corporation of America 
by Princeton University and the AEC 
to design, fabricate, install and test a 
facility for advanced research into con- 
trolled thermonuclear reactions. Known 
as the Model C-Stellarator, this project 
is based on an original concept of Dr. 
Lyman Spitzer, Jr. of Princeton and is 
scheduled for completion in 1960. 


American Electric Power Co., Inc. 


During the year ECNG was engaged 
in studying the possible undertaking of 
a program of nuclear research and 
development which would represent a 
significant advance in the direction of 
producing commercially competitive 
electric power. Our efforts were re- 
warded in recent months by the devel- 
opment of a program involving research 
and development of a high-temperature, 
gas-cooled, heavy water-moderated, pres- 
sure-tube reactor of 50,000-kw capacity. 
This plant, when successfully. developed, 
would be built by and on the system of 
the Florida West Coast Nuclear Group, 
consisting of Florida Power Corporation 
and Tampa Electric Company. The Re- 
search and development would be car- 
ried out by ECNG cooperatively with 
the Florida companies and the Atomic 
Energy Commission. 

As a member of Nuclear Power 
Group, Inc., we continued study, re- 
search and design activities in Com- 
monwealth Edison Company’s 180,000- 
kw boiling water reactor being in- 
stalled at Dresden, Ill., and also in 
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study and economic evaluation of other 
and more advanced reactor types by a 
group of engineers under NPG sponsor- 
ship. 


American Machine & Foundry Co. 


(Report of nuclear activities will be 
found at p. 612 of this issue, in special 
writeup of company. ) 


American Metal Climax, Inc. 


A project in the atomic energy field, 
sponsored by Brookhaven National Lab- 
oratory, is seeking to develop an im- 
proved thorium dispersion in bismuth 
for the liquid metal fuel reactor. 


Babcock & Wilcox Co. 
During 1957 the first two B&W re- 


search reactors of the swimming pool 
type, went into operation. They are lo- 
cated at the University of Michigan and 
at the University of Sao Paulo in Brazil. 
A similar reactor was sold io a group 
of German industrialists and installation 
has been started near Hamburg, Ger- 
many. 

The contract to design and build the 
power plant for the nation’s first nu- 
clear powered merchant ship, the “NS 
Savannah,” has already progressed to 
the stage where some components are 
being fabricated. Operation is scheduled 
for early 1960. 

The first series of critical experiments 
using thorium as breeding material for 
the Consolidated Edison reactor was 
completed at the Critical Experiment 
Laboratory in' Lynchburg, Va. Fabrica- 
tion has started on some of the equip- 
ment. Work is also continuing on the 
Liquid Metal Fuel Reactor Experi- 
ment, an advanced type high tempera- 
ture reactor which the Company is de- 
signing and will fabricate, erect, and 
operate for the AEC under a cost-reim- 
bursement-type contract. 

During 1957, fuel elements of vari- 
ous designs were raanufactured and de- 
livered for several diverse nuclear activi- 
ties, military and civilian, both here and 
abroad, including the AEC’s Engineer- 
ing Test Reactor, the Livermore Pool 
Test Reactor, an aircraft reactor pro- 
ject, South America’s first research re- 
actor, and several classified government 
jobs. The Company has also provided 
research reactor cores for Greece, the 
Netherlands, Germany, Denmark, Bel- 
gium, and a number of other countries. 

At the Critical Experiment Laboratory 
in Lynchburg another complete critical 
experiment unit was added. 


Baltimore Gas & Electric Co. 


We decided to expand our participa- 
tion in the utility industry’s program of 


research and development in atomic 
power generation. We have been a mem. 
ber of Atomic Power Development Asso- 
ciates; in addition, have offered to par. 
ticipate during the next two years in 
work by Pennsylvania Power & Light 
and Westinghouse Electric with an 
“aqueous homogeneous’ type of reactor, 
For 1958 our maximum commitment to 
these two projects is expected to be about 
$400,000, a deductible expense for in- 


come tax purposes. 


Bendix Aviation Corp. 


Bendix and the Atomic Energy Con- 
mission signed a five-year contract 
for operation of the Corporation’s Kan.- 
sas City Division. Terms of the new 
agreement, which runs to December 31, 
1961, are substantially the same as those 
under which the facility has been oper. 
ated by Bendix for the Commission for 
the vast eight years. 

The Division devotes its resources ex- 
clusively to the Atomic Energy program. 
It produces a wide variety of products, 
manufacturing and assembling complex 
electronic, electro-mechanical and me- 
chanical devices used in the AEC pro- 
gram. 

The plant, which occupies one million 
square feet represents a $60,000,000 
Government investment. During the year 
employment passed the 5,000 mark, and 
further growth is anticipated. 


Borg-Warner Corporation 


Among the projects upon which the 
Research Center currently is at work 
are mechanisms for nuclear reactors. 


The Budd Co. 


The Nuclear Systems Division was 
created for the purpose of manufactur- 
ing and selling industrial radiographic 
machinery, for the storage, fabrication 
and retailing of radioisotopes and for 
the design and sale of radiation facili- 
ties. 

The activity is housed in a separate 
building at Hunting Park and contains 
radioactive materials handling and stor- 
age equipment. The facility is designed 
for the fabrication and encapsulation of 
sealed radioactive sources. It is cap: 
able of handling radioactive material in 
strengths up to 50,000 curies of cobalt 
60 equivalent, making it the only com 
mercial facility of its kind in the coum 
try. Custom-designed radiation equip 
ment including the self-contained “Hot 
rodder” is offered to government and 
industry for research on the effects of 
radiation in such fields as food process 
ing, pharmaceuticals, plastics, chemical 
petroleum and petro-chemicals. 


TRUSTS AND EsvTATES 








gas 
con 
Son 
and 
thei 
elec 
mer 

I 
tem 
mer 
mar 
Sar. 
mits 
to p 
exis 
kee; 


ato: 


Cen 

2 
with 
to f 
Seay 
a c 
Visik 


Jun 








m- 
act 
an- 
lew 


ose 
yer: 
for 


ex- 
am. 
cts, 
lex 
me- 
pT o- 


lion 
000 
year 
and 


the 
V ork 


5. 


was 
ctur- 
iphic 
ation 
1 for 


acili- 


arate 
itains 
stor- 
igned 
on of 

cap- 
jal im 
cobalt 
com: 
coun: 
equip: 
“Hot 
it and 
cts of 
rocess 
nicals, 


STATES 


Central & South West Corp. 
Early in 1957, eleven of the leading 


electric utility companies in Texas or- 
ganized the Texas Atomic Energy Re- 
search Foundation, a non-profit organi- 
zation, to engage in research in the 
atomic energy field as applied to genera- 
tion of electric power. In May, a formal 
contract was signed by this group with 
the General Atomic Division of General 
Dynamics Corporation establishing a 
$10 million jointly sponsored program 
for a four-year study of thermo-nuclear 
reaction. This research program, which 
will be carried on at the new labora- 
tories of General Atomic in California, 
has the objective of studying heavy hy- 
drogen or fusion reactions at high tem- 
perature under controlled conditions. 

Later in the year, Southwestern Gas 
and Electric Company and Public Serv- 
ice Company of Oklahoma joined with 
thirteen other electric companies in the 
formation of the Southwest Atomic En- 
ergy Associates. These companies, most 
of which are members of the Southwest 
Power Pool, are located in Louisiana, 
Mississippi, Arkansas. Oklahoma, Kan- 
sas and Missouri. In January 1958, this 
group signed a contract with Atomics 
International, a subsidiary of North 
American Aviation Corporation, where- 
by Southwest Atomic Energy Associates 
will. over four vears. contribute $5,354.,- 
000 for research and development of an 
epvithermal thorium power reactor. At 
the end of this research period the 
group may then decide to proceed with 
the construction of an atomic reactor. 

While the abundance of chean natural 
gas as boiler fuel precludes the early 
comvetitive use of atomic power in the 
Southwest, the companies of the Central 
and South West System are aware of 
their share of the responsibilities of the 
electric industry to further the develop- 
ment of low cost nuclear power. 

In addition to these projects, the Sys- 
tem companies are continuing their 
membershins in the atomic study group 
managed by the engineering firm of 
Sargent & Lundy of Chicago. This per- 
mits many of the engineering personnel 
to participate in nuclear studies, to visit 
existing nuclear power plants, and to 
keep abreast of developments in the 


atomic field. 


Central Power & Light Co. 


Early in the year, the Company joined 
with 10 other Texas utility companies 
to form the Texas Atomic Energy Re- 
search Foundation, which in May signed 
a contret with the General Atomic Di- 
vision of General Dynamics Corporation 
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for a four-year research program into 
thermonuclear or hydrogen-type reac- 
tions. Central Power and Light Com- 
pany’s share of the cost of this $10,- 
000,000 research program is approxi- 
mately a half-million dollars. 

If production of electricity can be 
achieved from this type of reaction, it 
promises an almost unlimited energy 
source because of great quantities of 
heavy hydrogen in the sea. The Founda- 
tion’s program was the first large-scale 
private program aimed at exploring ihe 
fusion reactions. 

The long-range contract with General 
Dynamics is directed toward funda- 
mental research and does not include 
plans for an atomic-powered generating 
plant at this time. 


The Company is also keeping abreast 
of other developments in the atomic 
power field by its participation in an in- 
dustry study group. It is a member of 
the 14-company Atomic Power En- 
gineering Group headed by Sargent and 
Lundy, Engineers. Activities of this 
group are primarily concerned with re- 
search and development of fission-type 
reactions. 


Cincinnati Gas & Electric Co. 


. 


The Company, in association with a 
number of other electric utilities, manu- 
facturing companies, and others, is con- 
tinuing participation in this field 
through support of Atomic Power De- 
velopment Associates, Inc., and Power 
Reactor Development Company. These 
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organizations are concentrating on re- 
search, development, design and con- 
struction of the nuclear reactor portion 
of the 100,000 kilowatt Enrico Fermi 
Atomic Power Plant near Monroe, 
Michigan. The nuclear reactor will pro- 
duce heat for production of steam, 
which will be sold to Detroit Edison 
Company, which is constructing the 
electric generating portion of the plant. 
The investor-owned electric utilities of 
the country are participating in atomic 
energy power plant projects having a 
combined capacity of over 114 million 
kilowatts at an estimated cost of over 
$450 million. It is of both national and 
international importance that the United 
States, which first used atomic energy 
as a weapon of destruction, is now in 
the most advanced position in the world 
in the development of its peaceful and 
commercial uses. The electric utilities of 
the nation, including the Company, are 
contributing to these developments. 


Clevite Corp. 


The Research Center formed a nu- 
clear research group during the year, to 
formalize and carry forward our earlier 
efforts toward applying our existing 
technologies to commercial atomic en- 
ergy. We are now in production on a 
contract to provide replacement fuel ele- 
ments for the Materials Test Reactor at 
Arco, Idaho, and have also been se- 
lected to produce the original fuel ele- 
ments for a reactor being constructed 
for use in Sweden. 


Combustion Engineering, Inc. 


The development, design and manu- 
facture of equipment for naval vessels 
continued as the major nuclear activity 
in 1957. The principal contract re- 
ceived during the year was one from the 
U. S. Navy Bureau of Ships covering 
the design and development of reactor 
components for a Hunter-Killer Sub- 
marine. Under a prior contract, we have 
already developed and designed the nu- 
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Reactor vessel for Enrico Fermi Atomic 
Power Station as it neared completion at 
Chattanooga Division of Combustion En- 
gineering, Inc. 


clear power plant for the prototype of 
this submarine which is now under con- 
struction at Windsor. The new design 
and development contract covers equip- 
ment for the submarine itself. 

Work for the Navy also included re- 
actor cores for submarines and reactor 
vessels for a cruiser and for the nation’s 
first atomic-powered aircraft carrier. 

On the civilian side, our Company 
has engineered, manufactured and is 
about to ship the reactor vessel for the 
Enrico Fermi Atomic Power Station be- 
ing designed by Atomic Power Develop- 
ment Associates for operation by Power 
Reactor Development Company. The re- 
actor for this station is the most ad- 
vanced yet proposed for commercial 
use, and the reactor vessel is the largest 
and most complex yet built. 


Consolidated Edison Co. 
of N. Y. Ine. 

Activities and developments in con- 
nection with the Indian Point Atomic 
energy generating station so far may 











OUR TRUST DEPARTMENT 


a complete personal 
and corporate trust service 


FIDELITY - BALTIMORE NATIONAL BANK 


Member Federal Deposit Insurance Corporation 





offers you 


in Maryland 














be briefly summarized: site clearance, 
rock excavation and road building was 
largely finished in connection with 
which more than 200,000 cubic yards 
of earth and rock were moved; a major 
change in the design of the reactor core 
was made; contracts have been let for 
the erection of the structure and most 
of the equipment. 

A major design change in the housing 
for the reactor and boiler sections calls 
for a 160-foot diameter steel sphere en- 
veloped by a shield of concrete; a de. 
cision was made to replace zirconium 
with stainless steel for the pin-shaped 
tubes to contain the uranium-235 and 
thorium-232 in oxide form; the initial 
design for the twin super-heaters has 
been approved. 


Earlier estimates of costs have been 
moving up because of escalator clauses 
in various of the equipment contracts as 
well as the design changes. It now seems 
likely that the final figure may amount 
to about $90 million for 275,000 kilo- 
watts of capacity. 


Consumers Power Co. 


Consumers is one of 43 electric utility 
and industrial companies, members of 
Atomic Power Development Associates 
(APDA), a non-profit corporation en: 
gaged in nuclear research and develop: 
ment work. 


Consumers is also included in 2 
group of 21 electric utility and indus 
trial companies, members of _ the 
Power Reactor Development Company 
(PRDC). PRDC is building the Enrico 
Fermi Atomic Power Plant on Lake Erie 
near Monroe, Mich. 

It is believed that as a result of re: 
search and development work now un 
der way by business enterprises and the 
Atomic Energy Commission, a means 
will be found ultimately to produce elec 
tricity in Outstate Michigan as eco 
nomically in nuclear plants as in powel 
planis employing fuels that are now 
more common, such as coal, oil and gas. 


Continental Can Co., Inc. 


During the year, Continental con 
bined with Armour and Company. Food 
Machinery and Chemical Corporation. 
and General Foods Corporation to bid 
on and receive a contract from the Arm! 
Quartermaster Corps to participate 
setting up the world’s first food radie 
tion center. Irradiated Products. Inc. 
which is the name of this joint venture 
is charged with assisting the Quarter 
master Corps in plans for the U. 5 
Army Ionizing Radiation Center, col 
struction of which will start in 19598. 
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Corning Glass Works 


The newly formed Sylvania-Corning 
Nuclear Corporation began operations 
on April 1, 1957 at Bayside and Hicks- 
ville, Long Island, New York. Sylcor’s 
activities to date have concentrated on 
the development of fuel elements for 
atomic reactors with exploratory work 
in related phases of atomic energy. Syl- 
vania Electric Products, Inc. and Corn- 
ing Glass Works each own one-half of 
the company’s stock. 

Corning is also participating with 
nine other companies in the Industrial 
Reactor Laboratories, Inc., a private 
industry project io provide facilities for 
the atomic energy research programs 
of its constituent companies. During 
1957 construction began on ihe IRL 
facility at Plainsboro, New Jersey, with 
completion scheduled for July of 1958. 
Corning will use this reactor io ac- 
celerate its study of the effects of ir- 
radiating glasses and ceramics for pos- 
sible commercial applications. 

As major supplier of glass products 
for other firms active in the nuclear 
field, Corning shipped this year a rec- 
ord number of radiation shielding win- 
dows of a type pictured on ihe cover 
of this report. Corning is also supplying 
“atomic portholes” to the U. S. Navy. 
These windows are used to view directly 
into reactor compartments without haz- 
ard io ihe observer. 


Daystrom Inc. 


The ship propulsion reactor control 
system governs start-up and operation of 
atomic reactors for nuclear submarines 
and surface vessels, providing the neces- 
sary safety measures for the operation 
of the reactor under severe conditions 
encountered during combat. The com- 
pany expects a continuing extensive par- 
ticitpation in this vital program. 


De Laval Stecm Turbine Co. 


: . , ' 
‘A most important order received in 


1957 was to build the 20,000 HP main 
propulsion machinery for the first nu- 
clear powered merchant vessel in this 
country, the “N.S. Savannah.” This com- 
bination passenger-cargo ship is sched- 
ule for completion in early 1960. 


Dei: oit Edison Co. 


We extended our commitment io 
Atomic Power Development Associates, 
Inc: porated (APDA), for its research 
anc Jevelopment work, particularly in 
the eld of breeder reactors, to include 
pay ents of $750,000 annually through 


195. and 1959 in order to give assured 
Sup ort to long-term projects. Our total 
Jui. 1958 
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Researcher looks into heart of atomic “hot 
cell” through 40 inch thick radiation-shield- 
ing window designed and built by Cerning 


Glass Works. 





payments to APDA from 1955 through 
1957 were $2,250,600. 

Power Reactor Development Com- 
pany (PRDC), of which Detroit Edison 
is a member, moved forward effectively 
with the reactor part of the Enrico 
Fermi Atomic Power Plant. The steel 
shell of the reactor containment building 
has been completed and preparations io 
install the reactor vessel about April 1, 
1958 are progressing rapidly. The pres- 
ent schedule calls for initial low power 
operation of the reactor in October, 


1960. 


The estimated cost of the PRDC part 
of the Enrico Atomic Power 
Plant has been kept under close scrutiny 
throughout the year. From a review at 


Fermi 


the year’s end; it now appears that ihe 
actual construction cost of the reactor 
and related facilities may run about 
10% above the December 1956 estimate 
of $32.4 million. 


Florida Power Corp. 


While atomic energy is not yet an eco- 





nomical source of fuel for generating 
electricity, our company does feel a 
definite responsibility in doing our part 
in developing this entirely new science 
of nuclear energy for eventual use in the 
generation of electric power for our fast- 
growing area. 


We are pleased to report, therefore, 
that on December 20, the company 
joined the Tampa Electric Company, 
and some 16 other investor-owned clec- 
tric utilities throughout the Midwest in 
a new proposal now before the AEC for 
consideration. This plan involves the 
construction of a 50,000 kw reactor 
plant to be built somewhere in the Tam- 
pa Bay area near the lines of both 
Florida systems. The plant will be en- 
tirely owned by the Tampa Electric 
Company and ourselves. Under the pres- 
ent proposal, the American Gas and 
Electric Service Corporation and its as- 
sociates will undertake the research and 
development program with AEC assis- 
tance and the Florida West Coast Nu- 
clear Group will undertake the construc- 
tion and operation of the reactor. 


Completion of the reactor can be real- 
ized only by an unusual combination of 
successful results in both ihe research 
and development and ihe construction. 
Taking into account the number of un- 
knowns which we will need to explore 
and answer in the research and develop- 
ment phase of the project, ithe most 
realistic projection which we can make 
at this time, if we assume that 
necessary contracts are negotiated and 
work is begun with all possible speed, 
is that the reactor would be completed 
by June, 1963. Ultimate completion of 
the project might be expedited if the 
negotiations between AEC and the util- 
ity groups involved are accelerated. We 
are determined, however, io do all that 
is practical and possible io bring atomic 
power to the State of Florida as early 
as possible. 


even 
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TRUST “” 


Metropolitan size, 

highly trained personnel and 
progressive policies have made 
our Trust Department outstanding 


among suburban banks 


Trust Assets over 100 Millions 


Montclair National Bank & Trust Company 





MONTCLAIR, NEW JERSEY 


Montclair @ Upper Montclair 


@e Verona @ Watchung Plaza 


Member Federal Deposit Insurance Corporation 
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AUTOMATION 
(Continued from page 647) 


$49 million in 1957. The old reliable 
pinspotter rentals, however, helped to 
offset part of this loss by bringing total 
rentals up to $14.2 million against $9.6 
million a year ago, thus holding the 
1958 quarter’s per share net at $.82 com- 
pared with $1.06. In short, net was down 
20%, with product sales off 25%, while 
rentals, principally pinspotter, rose 
48%. Inasmuch as bowling is a recrea- 
tion with wide appeal and is becoming an 
all-year sport, thanks to air-conditioned 
alleys, this division is looked to to ab- 
sorb much of the slack due to the cur- 
rent business decline. Second quarter re- 
sults will probably be somewhat lower 
than the first quarter. 


It is reasoned that, even though no 
improvement in non-bowling lines occurs 
to raise third-quarter results, the fourth 
quarter should, barring further adverse 
change in the general business picture, 
better the fourth quarter of 1957 be- 
cause of larger rentals from the 8-9,000 
Pinspotters to be installed during this 
year, most of which will be producing 
by then. While 1957’s per share profit 
of $3.51 may be unattainable this year, 
the current dividend appears reasonably 
protected, in management’s opinion. 

Looking backward, AMF can boast of 
having paid dividends for 31 years with- 
out a break. After payment of three 
1957 dividends at the rate of $1.20 per 
annum, the distribution was raised to 
$.40, or $1.60 per year, in the fourth 
quarter, even though evidences of slack- 
ening business were already apparent. 
This action would indicate that manage- 
ment feels very confident of its ability 
to hold this rate, so far as such a feeling 
is ever possible, one factor no doubt 
being that no new financing is in view 
for the balance of the current year. 


A AA 


@ Fifty returning seniors and 57 fresh- 
men attended the two-week residential 
session, July 7-19, of the School of Finan- 
cial Public Relations. The School, gom- 
pleting its eleventh year, is sponsored by 
the Financial Public Relations Associa- 
tion in cooperation with Northwestern 
University. It is held on the University’s 
Chicago Campus. 


@ Trust department earnings in state 
banks and trust companies of North 
Carolina for 1957 totaled $2,472,292 ac- 
cording to the recently issued report of 
Ben R. Roberts, Commissioner of Banks. 
This compares with $2,301,429 in 1956, 
representing a gain of 7.4%. 
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TRUST GROWTH IN BANK ANNUAL REPORTS* 


A year of greatly increased new busi- 
ness activity, including the addition of 
new estates and trusts. Intense estate 
planning has been most helpful. Result 
is an all time high in the business of 
this department .. . 

Colorado National Bank, Denver 


Both gross and net income exceeded 
any other year ... Trust Department 
continuing to diversify (primary activity 
in Land Trusts) ... Trust Department 
customers have made use of the other 
departments of the Bank as well as 
originating deposits... 

Exchange National Bank, Chicago 


Personal trust accounts, pensions and 
profit-sharing plans have greatly ex- 
tended our services to an increased num- 
ber of individuals and to industries. 

Merchants National Bank & Trust Co., 

Indianapolis 


A year of record volume ... in our 
trust services .. 
Monmouth County National Bank, 


Red Bank, N. J. 


Total resources of Trust Department 
$24,755,062 (compared to $21 million 
in 1956)... .. 

Security-Peoples Trust Co., Erie, Pa. 


Trust deparament assets (personal 
trusts, corporate funds and investment 
funds) $60,037,876 compared with $53,- 
900,751 in 1956 ... During 1957 an 
electronic tabulating machine accounting 
system was placed in operation... 

Montgomery County Bank & Trust Co., 

Norristown, Pa. 


Since 1947 the number of accounts has 
more than tripled and asset dollars in- 
creased 4% times... Pension and profit- 
sharing trusts are growing... A legal 
Common Trust Fund was put into opera- 
tion . . . Growing use of administration 
of estates and trusts, agencies and cor- 
porate trusts, has resulted in establish- 
ment of a centralized trust bookkeeping 
operation utilizing the most modern elec- 
tronic tabulating and accounting equip- 
ment ... Trust assets over $50 mil- 
liom... 

Citizens & Southern National Bank of 
South Carolina, Charleston 


Continuing growth .. . 73 participat- 
ing accounts in Common Trust Fund 
established in 1956 . .. Many invest- 
ment agency accounts and living trusts. 

National Bank & Trust Co., 
Charlottesville, Va. 


Continued growth in all divisions ... 
Diversified Trust Fund (first in the 
area) has become a very satisfactory 
vehicle of trust investment ... It is 
significant to note the use made of the 
Trust Department’s services by our Di- 
rectors and stockholders .. . 

National Bank of Commerce, Seattle 


*Concluding installment. 


Much is done today to dissipate the 
nation’s savings as well as to discour- 
age their accumulation. Innumerable pe»- 
ple are forced by inflation to live on 
their capital, but the most notorious and 
long-standing instance of this dissipa- 
tion is the dissaving involved in the 
exaction of an annual capital levy on 
a part of the population in the form of 
death duties. Leaving aside any political 
prejudice about inherited wealth and 
unearned income, taxes which have to 
be paid out of capital are inherently un- 
sound because they are a drain on the 
nation’s savings and the capital realized 
has to be replaced by new savings from 
some other source. 

Barclays Bank Limited, London 


Till our penal rates of taxation are 
reduced a strong inflationary influence 
will remain; there will be less induce- 
ment to save and less than adequate 
savings . .. To many the saver who 
accumulates the new capital so essen- 
tial for expansion is looked upon as a 
greedy, almost reprehensible, person who 
should be taxed out of existence during 
his life and his property confiscated by 
duties on his death. In fact, he or the 
industry that saves and ploughs back 
those savings is the provider of the 
wherewithal which enables thousands 
upon thousands of others to earn a good 
living. 

Martins Bank Limited, Liverpool 


The Midland Bank Executor & Trustee 
Co. shows a healthy position and con- 


tinued progress... 
Midland Bank, Limited, London 


About the Staff Associations in this 
bank ... The Guild was established in 
1919 and enjoys a 70% membership of 
the total of our active clerical staff. Its 
elected representatives, who come along 
to Head Office on a variety of problems, 
speak with a great weight of opinion 
behind them. The Non-Clerical Staff As- 
sociation, which was also founded in 
1919, and has a membership of 71%, 
has the same facilities for coming to 
Head Office to discuss its problems. 

Westminster Bank Limited, London 


The number of new trusts accepted in 
1957 compared favorably with past 
years ... At the end of the year, ag- 
gregate trust funds, including debenture 
and loan stocks for which the corpora- 
tion acted as trustee, exceeded £300.- 
000,000 for the first time in our history 

Supervision of investments for 
private individuals is particularly pop- 
ular The lower figure (£4,714) 
transferred to Profit and Loss Account 
compared to last year is accounted for 
mainly by special fees of a non-recur- 
ring nature received in 1956. 

Royal Exchange Assurance, L« don 
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Students and faculty at 1958 Trust Training School of Pennsylvania Bankers Association | 





ine up for a picture on steps of Davis Gym, on 


Bucknell University campus in Lewisburg. There are 163 students and 33 faculty and administrative personnel. Co-Directors of the 
School are (front row, center) Samuel M. Linduff, trust officer, Mellon National Bank & Trust Co., Washington Office, and James P. 
Nunemaker, trust officer, United States National Bank of Johnstown. 

The School which ran from June 22 through June 28, is the only one in the United States devoted to trust department training for 
junior officers and key personnel. The School follows a three-year cycle of courses, with the 1958 session covering trust administration 
and investments. Last year the subject was trust department operations, and next year’s progrm will be devoted to trust development and 


estate planning. 





Time Costs Key to Cost Analysis 


Time costs are the key to cost analy- 
sis and the maintenance of time diaries 
is the basic method, Richard Peck, Chi- 
cago accountant, said in his illustrated 
talk at the Indiana Bankers Association 
Trust Conference at Notre Dame April 
z3. 

Entries in the time book should be 
made in hours only (no fractions) at 
noon and at the end of the day. The 
total number of normal working hours 
must be accounted for and the results 
summarized on the 15th and 3lst of 
each month in the diary book. To this 
total cost should be added — for a small 
department — the cost of the trust offi- 
cer’s secretary and part of the time of 
the general ledger bookkeeper, as well 
as some allocation of bank-wide ex- 
penses. 

In a larger department it may be 
necessary for the secretary to keep a 
time book also, as she will not spend 
as many hours on promotion and civic 
activities as will the trust officer. Unit 
cosis to be applied to individual ac- 
counts are obtained by adding all the 
cosis of each process — security hand- 
line. for example — and dividing by 
the total activity. The unit cost is a 
valuable aid in determining whether to 
accept a new account and the fee 
ne-'ed to manage it at a profit. 

‘ank costs, to be allocated among 
various departments, can be sum- 
ized under occupancy, services and 

sujplies, and administration. Costs of 


hesi, light, power and building depre- 
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(or rent) can be allocated on 
the basis of floor space occupied, but 
taking into account that upper floors 
probably cost less than the first floor. 


ciation 


Equipment depreciation — as well as 
stationery and printing — should be 
on a use basis. 

A A A 


Committee Chairmen Named 
for Mid-Continent Trust 
Conference 
Joseph W. White, vice president of 
the Mercantile Trust Co., St. Louis, has 
been named general chairman for the 
27th Mid-Continent Trust Conference of 
the Trust Division of the American 
Bankers Association, to be held at the 
Statler Hotel in St. Louis, November 6-7. 
Mr. White is a former president of the 
Trust Division. Other committee chair- 

men, all of St. Louis, are: 

Program: David H. Morey, vice presi- 
dent and trust officer, The Boatmen’s 
National Bank. 

Finance: Paul Sullivan, president, St. 
Louis Corporate Fiduciaries Association. 

Entertainment: W. A. Gauvin, vice 
president and trust officer, Tower Grove 
Bank & Trust Co. 

Hotel: W. L. Johnson, vice president 
and trust officer, Security National Bank 
Savings & Trust Co. 

Publicity: W. G. Frazier, vice presi- 
dent, St. Louis Union Trust Co. 

Registration and Information: T. W. 
Johnson, trust officer, Mercantile Trust 
Co. 

Women’s: E. H. Bosse, vice president 


& trust officer, Mutual Bank & Trust Co. 


FIDUCIARIES ELECT 


Corporate Fiduciaries Assn. of Phila.: 

President: John W. Woerner, vice 
president, Girard Trust Corn Exchange 
Bank 

Vice Pres.: H. Woodward McDowell, 
vice president and trust officer, Central- 
Penn National Bank 

Sec.-Treas.: Robert U. Frey, Fidelity- 
Philadelphia Trust Bldg., Philadelphia 9 


Houston Corporate Fiduciary Assn.: 

President: Carroll D. Simmons, vice 
president and trust officer, First City 
National Bank 

Vice Pres.: Samuel C. Bonnette, vice 
president and trust officer, Houston Bank 
& Trust Co, 

Sec.-Treas.: Edward C. Edens, Jr., 


vice president and trust officer, Bank of 
the Southwest 





Trust Section, Utah Bankers Assn.: 

President: Herbert W. Hinley, vice 
president and trust officer, Commercial 
Security Bank, Ogden 

Vice Pres.: Francis M. Chipman, trust 
officer, Zion’s First National Bank, Salt 
Lake City 

Secretary: Edward J. Berrett, trust 
administrator, Continental Bank & Trust 
Co., Salt Lake City 

Treasurer: George Smith, assistant 
trust officer, Walker Bank & Trust Co., 
Salt Lake City 


Corporate Trustees Assn. of Washington: 

President: W. Doyle Watt, executive 
vice president and trust officer, Everett 
Trust & Savings Bank, Everett 

Vice Pres.: G. C. Rowland, vice presi- 
dent and trust officer, National Bank of 
Washington, Tacoma 

Sec.-Treas.: C. R. Lee, executive secre- 
tary, Washington Bankers Association. 
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TRUST MAJORS, CLASS I, AT SOUTHWESTERN GRADUATE SCHOOL OF BANKING 
First row: (1 to r) Mrs. Catherine Allison, Joe Probst, William W. Swann, Clovis Hibbard, 


Richard M. Cobb, Vernon Forrester. 


Second row: Kenneth Sloan, John Dean Smith, Miss Nell O’Connell, Lewis Erwin Me- 


Intyre, Dave Mashinka, John Sans. 


Third row: John Louis Beck, Scott Hudson, Walter Young, Miss Josephine Sponsel, L. G. 


Smith, Oscar Moore. 


Fourth row: Billy Glen Montgomery, Weston Futrell, Thomas Nelson Jr., Richard Hart, 
Charlie Childers, Harry Mayer, Leonard Ellington, F. O. Shelton (lecturer in Trust Ac- 
counting and Trust Account Administration), Thomas Ogden, Will Mann Richardson. 


Not pictured is Thomas J. Chatham. 





First Class at Southwestern 


G.S.B. 


A candlelight dinner and student-pro- 
duced musical Friday, June 20, climaxed 
the first two-week session of the South- 
western Graduate School of Banking at 
Southern Methodist University, Dallas. 

Among the 197 bank officers and pro- 
fessors of economics who completed the 
first of a three-part course were 28 
majors in trust banking. Many of the 
lectures were designed for both com- 
mercial and trust banking majors, but 
several specialized programs for the 
latter emphasized the fundamentals of 
trust law; fiduciary services, trust or- 
ganization and administration; trust ac- 
counting; and investment fundamentals. 
In subsequent years, stress will be 
placed on advanced problems of trust 
administration, operation, accounting, 
supervision and investment, and prob- 
lems of taxation and regulation. 


? 


Key lecturer on the “Law of Trusts’ 
was Dr. Joseph A. McClain Jr., former 
dean of the school of law of Duke Uni- 
versity and currently with the firm of 
Mabry, Reaves, Carlton, Fields and 
Ward of Tampa, Fla. 


Other special trust faculty members 
included Arthur J. O’Hara, vice presi- 
dent of The Northern Trust Co., Chi- 
cago, who presented an “Introduction to 
Trust Investments,” and Floyd O. Shel- 
ton, vice president and senior trust offi- 
cer, Fort Worth (Tex.) National Bank, 


who spoke on “Introduction to Trust 
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Accounting” and “Trust Account Ad- 
ministration.” 

Lectures to a combined trust-com- 
mercial banking group were given on 
“Functions of the Trust Department,” by 
Edwin P. Neilan, president of the Bank 
of Delaware, Wilmington; and “Organ- 
ization and Operation of Trust Depart- 
ments,” by George M. Irving, vice presi- 
dent and general trust officer, Bank of 
the Southwest, Houston. 


Dr. Richard B. Johnson, chairman of 
the department of economics and of 
the graduate economics program at 
SMU, is director of the school, and De- 
Witt Ray, senior vice president of Re- 
public National Bank, Dallas, Dean for 
Bankers. 

Next summer, two classes of the school 
will be meeting simultaneously. Inquiries 
about enrollment in Class II should be 
directed to Dr. Johnson. 


A A A 


© Harris Trust and Savings Bank, Chi- 
cago, issued last month a new employee 
manual “You and Your Personal Bank.” 
The book is prepared primarily for new 
employees but copies are also being sup- 
plied to the bank’s present 1,250 staff 
members. 


The new 44-page manual includes a 
statement of personnel policies, a history 
of the Harris organization, an outline of 
the services offered by the bank and ways 
in which employees may assist in devel- 
ovine .hem. Trust Department services 
are summarized — as are the others — 
in a concentrated paragraph. 


New York Trust Developmenis 
Reported 


Group meetings, the Trust New Buci- 
ness School, the Bank Fiduciary Fun, 
legislation, and the latest informaticn 
about the trust film, “So Little for Eve.” 
were featured in the report on Trust 
Developments made to the 62nd Annual 
Convention of the New York State Bank- 
ers Association on June 12 by Ernest 
R. Keiter, chairman of the Trust Divi- 
sion and vice president of Chase Man- 
hattan Bank. 

The Spring Group Meetings, held 
throughout the State, were attended by 
600 trustmen as well as 30 Surrogates 
and Judges, 12 State Senators, and 24 
Assemblymen. Since so many trust prob- 
lems stem from the law or depend for 
solution on its interpretation or amend- 
ment, the general exchange of views in 
a friendly atmosphere was particularly 
valuable. 


The Fifth Annual Session of the Trust 
New Business School at New York Uni- 
versity, completed in June, witnessed a 
relaxing of the previous limitation to 
30 students. This year 34 were ac- 
cepted, the absolute maximum. The 
School has found great favor with the 
banks that have sponsored registrants. 

As of May 1, the opening of the cur- 
rent fiscal year for the Bank Fiduciary 
Fund, participating banks had risen to 
42 and the total value of the Fund to 
$5,833,000. A good increase in both 
size and participants is expected during 
the year. Several neighboring states are 
considering creation of similar funds. 

The Trust and Estate Law Committee 
considered a wide range of proposed 


legislation. It strongly supported the 
bills — now enacted by the Legisla- 
ture — amending the law against per- 


petuities to remove the limitation to 
two lives in being. All trustmen in ihe 
State held grave concern as to the effect 
of two bills introduced this year. One 
would have required elaborate reports 
to beneficiaries regarding stock divi- 
dents and the other would have forced 
trustees to attempt a formal settlement 
for all trusts over $100,000 at ten year 
intervals. This bill would have produced 
most unhappy customer relations and 
was a real threat to trust business be- 
cause of its undiscriminating app!ica- 
tion. Fortunately both bills failed to 
pass. 

The latest accounting on the trust 
film, “So Little for Eve,” indicates ‘hat 
the $80,000 project — although not 
undertaken as a money-making project 
— will wind up with a $500 profit. 
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TRUST DEPARTMENT EARNINGS 


Continuation of Growth in New England Foreseen 


PAUL W. BITTNER 


Vice President & Trust Officer, First National Bank & Trust Company, Greenfield, Mass. 


HE TRUST DEPARTMENT IS AN IM- 
5 patie source of bank earnings, 
both nationally and in Massachusetts. 
Trusts AND Estates reported, for ex- 
ample, that of the first 207 bank reports 
reviewed, 58 of the trust departments 
attained in 1957 an all time high in 
trust assets administered. Another 98 
reported gains in trust assets over the 
preceding year and only one bank re- 
ported a decrease. 

In replies to a questionnaire sent to 
Massachusetts banks by this author, 
four of the eight Boston banks report- 
ing cited record high trust assets and 
the others reported good gains. Other 
banks throughout the Commonwealth 
all reported gains or all time highs. 
The cities covered were Fall River, 
Lowell, Springfield, Holyoke, New Bed- 
ford, Greenfield, Pittsfield, Brocton and 
Quincy. 

Among the reporting banks generally, 
there was a decided increase in trust 
income, both adjusted gross and cash 
receipts, Non-recurring income from 
settlement of estates, however, was less. 
Wills filed for future business were on 
the increase, as were investment super- 
visory accounts, estate planning, and 
pension plans. 


The New England Picture 


Through the courtesy of the Federal 


Eevk> with Truct Ireome cf $20.009 to 





$479,999 

1957 % Inerease 

Income over 1956 

Estates $ 922,000 7.1 
Personal trusts 2,116,000 9.5 
Pension trusts 133,000 33.0 
Personal agencies 815,000 12.0 
Corporate trusts 22.000 37.5 
Corporate agencies 107,000 27.4 
Total $4,115,000 10.6 


Ban’ s with Trust Inceme over $500,009 


1957 % Inereace 
Income over 1956 


a $ 2,565,000 7.7 
ee 11,269,000 4.2 


Est 1S : . 
Per- nal trusts 





Pen on trusts 641,000 14.3 
Pers nal agencies __ 4,881,000 ved 
Cor; .rate trusts __ 673,000 11.2 
Cor rate agencies _ 4,040,000 23.9 

Total ccs cee $24,069,000 8.6 
Ju. 1958 


Reserve Bank, 1957 New England trust 
income figures were released to the 
author in advance of the printed re- 
port. The total income of the irust 
departments reporting showed increases 
in 1957. (See tables in first column) 


A larger percentage of trust depart- 
ments reported a loss than in 1956 — 
fifteen out of 58 reporting departments 
compared to 1] out of 63 the year 
earlier. 


National Trust Earnings 


The latest national figures available 
are for 1956 as published in the Federal 
Reserve Bank Bulletin of June 1957. 
They show: 


Total Earnings Trust Dept. 
1953 $4,590,236,000 $207,218,000 
1954 4,826,113,000 235,655,000 
1955 5,342,589,000 266,992,000 
1956 _. 6,078,173,000 309,105,000 
1953-56 plus 32.42% plus 49.17% 


Trust earnings in 1956 were 15.7% 
higher than in 1955. Trust Department 
earnings in the last three years have 
shown a larger percentage- 
wise, than any other major source of 
earnings as set forth by the Federal 
Reserve report. The percentage growth 
from 1953 through 1956 was: 


increase, 


Trust Department earnings 49.2% 
Service Charges on Accounts . 41.7% 
Interest and Discount on Loans _.41.3% 


The report showed earnings of all 
member banks from interest and divi- 
dends on securities other than United 
States governments amounted to $307,- 
846,000 compared to trust department 
earnings of $309,105,000. This startling 
fact again emphasizes the possibilities 
in trust business. Trust department earn- 
ings almost equaled the $310,165,000 
earnings from service charges. This was 
the first year trust department earnings 
came anywhere near equaling service 
charges on devosits. 


The report of the Federal Deposit 
Insurance Corporation, which includes 
more banks than the Federal Reserve 
system, is even more astounding. In 8 
years trust department earnings have 


doubled. Approximate gains in the last 
3 years reported were: 


1954. over 1953 — $28 million 
1955 over 1954. — $35 million 
1956 over 1955 — $41 million 


What of the Future? 


Are there more prospects for further 
increases in trust income? The results 
from the following surveys indicate that 
we have barely scratched the surface. 


PERCENTAGE OF ALL ESTATES 


Number Volume 


y ; 
To %o 





Berkshire, Co. _. 1946-1949) 
1942-1943) 18.9 31.3 

Bristol Co. 1946-1947 13.0 24.6 
Hampden Co. 1951-1955 22.0 28.0 
Boston Mass. 
Middlesex, Norfolk, 
Suffolk Co.! 1954-1955 39.0 47.0 
Plymouth Co. 1947-1948 10.0 25.0 
Worcester Co.” _1947-1948 13.0 25.0 
Franklin Co. 1954-1956 19.1 35.9 

Average 19.3 30.97 


Some of the conclusions reached by 
the Massachusetts survey 
earlier were: 


mentioned 


(1) Banks are not getting their share 
of court appointments ; 

(2) Very few banks reported a sur- 
vey of probate court appoint- 
ments in their respective coun- 
ties 

(3) The settling of estates is the most 
desirable trust business from an 
income standpoint ; 

(4) In most banks the largest per- 
centage gain in trust business 
was from executorships and ad- 
ministratorships 

(5) A statewide educational program 
is generally favored, should be 
a good bar relationship, and 
should be promoted by the Massa- 
chusetts Bankers Association. 


Trust income is already a very im- 
portant source of bank income. If we 
produce the trust business and keep our 
fee schedules up-to-date, we should. have 
more prosperous times ahead _iri# the 
trust field and contribute much’ more 
to our banks’ earnings. 


1Estates over $100,000. 
2Estates over $25,000. 
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United States Trust Co. to Have 
World’s Largest Watertight 
Vault with Unique Filing 

System for Securities 


The world’s largest watertight vault 
is being constructed for United States 
Trust Co., New York, at a cost of ap- 
proximately $1,000,000. It is 32 feet 
below the center of New York’s financial 
district, and will safeguard $6 billion 
worth of securities when the Trust Com- 
pany moves into its new building, 45 
Wall Street, early in 1959. Trust records 
are microfilmed and stored elsewhere. 

The vault will withstand submergence 
in 27 feet of water, and its protective 
strength exceeds that of the vaults that 
withstood the atomic bombing at Hiro- 
shima in 1945 and in subsequent atomic 
tests. 

The Holmes Electrical Protective 
Agency will guard the vault twenty-four 
hours each day. In addition, 30 inches 
of reinforced concrete will cover the 
sides, ceiling and floor. Inside the con- 
crete is a separate steel vault with walls 
and ceiling of 5%” steel plate, and a floor 
of one inch steel plate, all electrically 
welded. A 30” space between the two 
walls will allow a constant check on their 
condition. Entrance to this “catwalk” 
will be through air and watertight doors 
like those used on submarines. 

In addition to the vault itself, there 
is an examination room for bookkeeping 
and auditing, with two entrances guarded 
by electrically and visually controlled 
bandit barriers. Persons seeking en- 
trance must be recognized before the 
first door of the bandit barrier opens. 
That door must be closed and automati- 
cally locked before the second door can 
be opened. Both doors are made of bul- 
letproof glass and torch resistant steel. 


The interior of the vault has five work 
areas: an entrance lobby, a nerve cen- 
ter (connected by pneumatic tubes with 
the securities cage on the floor above), 
and 8 storage libraries for the securities. 
Each library has an assigned “librar- 
ian” who delivers and receives securites 
for his sector at the nerve center. These 
facilities can eventually house three 
times the trust company’s present busi- 
ness. 

Wing or Flat Bonds, first introduced 
in the 1930’s, measure 24” to 28” in 
with. Wing Bonds can be stacked to- 
gether and coupons clipped 50 at one 
time. Coupons from Book Bonds, how- 
ever, which usually measure about 15” 
in width, must be clipped one at a time 
because the coupons are stapled in sheets 
on top of the bond indenture. 


Storing Book and Wing Bonds by ac- 
count has been virtually impossible, but 
in this vault will be handled by shelves 
of metal sections 30” wide, 12%” high, 
and 15” deep. These units are stacked 
one on top of another. Within each unit 
adjustable shelves can be attached to 
metal stays two inches apart. 


Stocks are separated from bonds in 
each account to remove the occasional 
conflict between stock and bond func- 
tions. The stocks are concentrated into 
a smaller area, increasing efficiency. The 
decreased traffic in the bond area makes 
it easier to clip coupons at the shelves 
in which they are stored. 

Book Bonds will be housed in open end, 
open top envelopes. Wing Bonds will 
be stacked, in perfect registration to 
allow electric coupon cutters to clip out 
50 coupons at a time. 

All bonds will be divided by interest 
periods and identified by different col- 
ored wrappers. Code numbers and let- 
ters, indicating the account and interest 











The outer wall of United States Trust Company vault, with 30 inches of reinforced con- 
crete will keep the contents of the vault dry even if: submerged into 27 feet of water. 
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dates, are stamped on each wrapper. 
Coupon cutters need only pull out tre 
colored wrapper pertaining to the bonds 
they want. The Trust Company esti- 
mates its new system will reduce 
time required to clip a coupon by 20%, 

Several leading banks and trust com- 
panies have already requested detailed 
information on this filing system and 
Mellon National Bank and Trust ©o., 
Pittsburgh, is planning to install the 
system in its present vault. 


A A A 
BARDT CELEBRATES 30TH ANNIVERSARY 

Bank of Ameri- 
ca’s Executive Vice 
President Harry 
M. Bardt of Los 
Angeles headquar- 
ters observed his 
30th anniversary 
with the bank June 
18. Past President 
of the Trust Divi- 
sion of American 
Bankers Association and one of 14 men 
in the country who last year took part 
in a written forum on “How to Handle 
Your Money Now” for U. S. News & 
World Report, Mr. Bardt has become a 
nationally-known banking figure from 
his start as a clerk in the San Francisco 
Head Office in 1928. 

In 1941 he was made head of the 
Southern California division trust de- 
partment. Another advancement  oc- 
curred in 1947, when he was called back 
to San Francisco to head the bank’s 
statewide trust activities. Last Novem- 
ber the board of directors made him an 
executive vice president and returned 
him to Los Angeles headquarters as a 
top executive officer for Southern Cali- 
fornia. 

Mr. Bardt holds a law degree from 
University of San Francisco. He is on 
the ABA Trust Policies committee and 
a trustee of its Foundation for Educa- 
tion in Economics. 


A A A 
COMMITTEE CHAIRMEN NAMED BY 
CALIFORNIA TRUST DIVISION 


Fiduciary Insurance: A. E. Flieger, 
Bank of California N.A., San Fran- 
cisco 

Legislation: T. B. Williams, Security- 
First National Bank, Los Angeles 

Public & Community Relations: F. Miles 
Flint, Citizens National Trust & Sav- 
ings Bank of Los Angeles 

Taxation: Charles F. Butler, Bank of 
California N.A., San Francisco 

Trust Investments: George H. Kiump, 
Security-First National Bank, Los An- 
geles 

Trust Operations & Administration: C: 
C. Blakemore, First National Trust & 
Savings Bank of San Diego 

Trust Department Income & Exupense: 
Ralph C. Whitsett, Jr., Bank of Cali- 
fornia N.A., San Francisco 
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TRUST PERSONNEL CHANGES 


ARIZONA 


TUCSON—Ashley Purse, formerly president of the Purse 
Company of Chattanooga, Tenn., which specializes in trust 
advertising and management services to banks throughout 
the United States, joined SOUTHERN ARIZONA BANK & TRUST 
Co. in the new business department. 


CALIFORNIA 


SAN FRANCISCO—Assistant vice president Norman John- 
son named trust officer at CROCKER-ANGLO NATIONAL BANK’S 
newly centralized San Francisco trust department at 1 Mont- 
gomery Street. Johnson attended U. of California, came to 
Crocker-Anglo in 1937, and during the war attained the 
rank of Lieutenant Colonel. 


CONNECTCUT 


GREEN WICH—Stevens L. Frost appointed asst. trust offi- 
cer and assigned to the Greenwich office of NATIONAL BANK 
& Trust Co., as trust administrator. Frost attended New 
York U. Law School, and for the past ten years has worked 
for W. A. & A. M. White, New York, as head of the tax 
department specializing in estate administration and account- 
ing for trusts and estates. 


HARTFORD—In the trust department of CONNECTICUT 
BANK & TruUST Co., Benjamin P. Terry promoted to vice 
president and head of the investment division; James F. 
English, Jr., to asst. vice president in charge of security 
analysis and trading section of the same division. Terry 
graduated from Amherst in 1937 and joined the bank in 1951. 
English, a graduate of Yale, received an M.A. from Cam- 
bridge U. and an LL.B. from U. of Connecticut School of 
Law in 1956. 


NEW HAVEN—Cecil S. Lockrow, auditor, advanced to trust 
officer at UNION & NEW HAVEN Trust Co., where he will be 
in general charge of operations and personnel of the trust 
department. 


FLORIDA 


DAYTONA BEACH—Gilbert S. Goshorn succeeds Emory F. 
Thomas as president and trust officer of First ATLANTIC 
NATIONAL BANK, upon the latter’s retirement due to ill 
health. Goshorn was formerly executive vice president, which 
position is now given to James G. Horton. 


FORT LAUDERDALE—Retirement of Harold F. Pelham as 
vice president and trust officer of First NATIONAL BANK ends 
a trust career of 38 years broken only by periods of Military 
service, although he will continue in a consulting capacity. 
Pelham’s career began in 1920 with Detroit Trust Co., and 
since 1951 he has directed First National’s trust department. 
He organized Michigan State and Georgia State Fiduciaries 
Associations and served both as their first president; served 
one term as chairman of the trust division of Florida Bankers 
Association; and was a member of the first trust executive 
committee of Financial Public Relations Association. Edwin 
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BENJAMIN P. TERRY 
Hartford 


D. McDonald succeeds Pelham as vice president and trust 
officer. Prior to coming to Fort Lauderdale in 1953, McDonald 
was with Muskegon Trust Co. and the Hackley Union Na- 
tional Bank, both of Muskegon, Mich. He is a graduate of 
U. of Georgia School of Accounting and the Law School. 


Walter Wrase appointed trust officer, coming from MIAMI 

BEACH First NATIONAL BANK; and E, Gordon Warren an 
asst. trust officer, coming from PAN AMERICAN BANK in 
Miami. 
ORLANDO—W. Holt Wooddell advanced to vice president 
and trust officer of CITIZENS NATIONAL BANK. An attorney 
with 30 years of general practice, Wooddell joined the bank 
last June. He has been acting as commissioner of accounts 
in the settlement of estates in West Virginia, where he was 
also assistant Attorney General. 


ILLINOIS 


CHICAGO—Chester L. Price retired as advertising and pub- 
licity manager of CiTy NATIONAL BANK & TrRusT Co. after 
34 years of service in that capacity with City National and 
predecessor banks. He began his business career with Amer- 
ican Appraisal Co., Milwaukee, where he served as head of 
the research department and later as advertising manager. 
He is a charter member of the Advertising Executives’ Club, 
the Chicago Federated Advertising Club, Economic Club of 
Chicago and Chicago Executives Association, serving as an 
officer of the latter three. Price also served as president of 
Chicago Financial Advertisers and as treasurer of Financial 
Public Relations Association; and attended U. of Wisconsin 
and Lincoln Law School. 


CHICAGO—J. K. Waibel retired as advertising manager of 
CONTINENTAL ILLINOIS NATIONAL BANK & TRusT Co. Joining 
Continental in 1919, he has been an active member of the 
Financial Public Relations Association since 1925, and was 
president of Chicago Financial Advertisers in 1935. 
FARMER CITY—At FARMER City STATE BANK, Richard 
K. Drake will become executive vice president, cashier and 
trust officer on September first, to succeed E. R. Rinehart, 
retiring. 


INDIANA 


MARION—MarI0on NATIONAL BANK elected John K. Purcell 
an asst. trust officer. 


KANSAS 


WICHITA—C. J. Chandler became chairman and chief ex- 
ecutive officer of First NATIONAL BANK; Paul H. Woods 
elected president; Elwood W. Oakes and T. C. Peffer, senior 
vice presidents; B. M. Lester, senior vice president and trust 
officer; and John R. Tucker and Charles Q. Chandler ad- 
vanced to executive vice presidents. 


KENTUCKY 
PAINTSVILLE—D. H. Dorton advanced from cashier and 
trust officer to executive vice president of SECOND NATIONAL 
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Hartford 
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BANK; O. T. Dorton from asst. trust officer and asst. cashier 
to cashier. 


MARYLAND 


BALTIMORE—At MERCANTILE-SAFE DEPOSIT & TRUST CO., 
Frederick E. Wurzbacher, Jr., elected an asst. vice president 
and Lloyd C. Batzler a trust service officer. Wurzbacher, a 
U. of Maryland graduate of 1943, entered the investment 
department of the trust division in 1954 as a security analyst. 
Batzler joined the comvany in 1946 in the income department 
of the trust division, and was put in charge thereof last 
April. 


MASSACHUSETTS 
BOSTON—William K. Weidman elected trust officer of OLD 
CoLONY TRUST Co., and Richard W. Davis an investment 
officer. 
BOSTON—Hewitt Morgan, Jr. and Theodore H. N. Wales 


named asst. trust officers at SECOND BANK-STATE STREET 
Trust Co. 


MICHIGAN 


DETROIT—Daniel E. Kuhnlein promoted to ass!. trust offi- 
cer and placed in charge of the veterans trust section of 
the trust department of CiTy BANK. 

DETROIT—Oscar L. Buhr retired as senior vice president 
of DETROIT BANK & TrRusT Co., where he had been in charge 
of common trust funds. 


MISSOURI 
ST. LOUIS—John R. Shepley retired as senior vice presi- 
dent in charge of real estate at St. Louis UNION TRusT Co., 
after 31 vears of service. 


NEW JERSEY 
MONTCLAIR—Helen G. Cole and Michael V. Lyons ap- 


pointed asst. trust officers at MONTCLAIR NATIONAL BANK & 
Trust Co, 


JERSEY CITY—First NATIONAL BANK OF JERSEY CITY ad- 
vanced four supervisors to the newly created positions of 
manager: William J. Merolla, tabulating, Charles Fiume- 
freddo, Jr., mutual funds; Thomas L. Connors, custody; and 
Harry C. Stoddard, corporate trust. 


NEW YORK 


ITHACA—Courtney Crawford elected asst. trust officer of 
TOMPKINS CoUNTY TRUST Co. Crawford is a 1951 graduate 
of Columbia and of Cornell U. Law School in 1954. 


NEW YORK—BANK oF NEW YorkK named Richard L. Mc- 
Kinlay trust officer in the estate division of the trust depart- 
ment. A graduate of Pace College, McKinley has been with 
the bank since 1935. 


NEW YORK—Donald C. Norton promoted to vice presi- 
dent in the trust department of CHASE MANHATTAN BANK, 
having been with the department since he joined the bank 
in 1928. Fred N. Garrett, Jr., Harry M. Lyter and J. Stanley 
Parkin, former personal trust officers, named asst. vice presi- 
dents. 
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NEW YORK—At J. P. MorGan & Co., INc., Robert J. Mac- 
Cuaig appointed a trust officer, principally in pension trust 
administration. He has been with Morgan’s since 1928. 

WEST HEMPSTEAD—James S. Reid promoted to trust 
officer at MEADOW Brook NATIONAL BANK OF NASSAU COUN- 
Ty. A graduate of Cornell U., Reid attended George Wash- 
ington U. Law School. He joined the bank in February after 
experience in Hagerstown, Md., and Washington, D. C. 


PENNSYLVANIA 


LANCASTER—William F. Hoke appointed trust officer of 
FULTON NATIONAL BANK, formerly having been with the 
MERCHANTS NATIONAL BANK & TrRusT Co., Meadville, with 
the same title. 

PHILADELPHIA—Ear] K. Mueller advanced to executive 
vice president of CENTRAL-PENN NATIONAL BANK; Harold 
F. Still, Jr., vice president, named to the additional new post 
of assistant to the president. 


RHODE ISLAND 
PROVIDENCE—Alan J. Heaton elected asst. trust officer 
of RHODE ISLAND HOSPITAL TRUST Co. in the estate division. 
He is a graduate of Providence College, 1950. 


SOUTH CAROLINA 


CHARLESTON—First NATIONAL BANK OF SOUTH CAROLINA 
promoted William W. Griffen from asst. trust officer to 
asst. vice president. 

CHARLESTON & COLUMBIA—Lawrence W. Johnson, 
asst. trust officer, promoted to asst. vice president and trans- 
ferred to duties in the central office of SOUTH CAROLINA Na- 
TIONAL BANK in Charleston. 


TENNESSEE 


CHATTANOOGA—David W. Wright joined the trust de- 
partment of HAMILTON NATIONAL BANK as accountant and 
tax analyst. 


TEXAS 

DALLAS—Gordon Russell Carpenter elected a trust officer 
of First NATIONAL BANK, having left his post as executive 
director of the Southwestern Legal Foundation where he had 
been since 1947. He has also been administrative assistant to 
the dean of Southern Methodist U. law school since 1951, 
and this year was named assistant professor of law at 
SMU. Carpenter is a graduate of SMU and of Georgetown 
U. School of Law. 


DALLAS—Lloyd Silberberger elected a trust officer in the 
estate planning division of REPUBLIC NATIONAL BANK. Sil- 
berberger is past-president of the Life Managers and General 
Agents Club in San Antonio and Seattle, president of the 
Dallas Chapter of Chartered Life Underwriters, and re- 
ceived his B.S. Degree from Oklahoma U. in 1928. 


_ VIRGINIA 


RICHMOND—Rieman McNamara, Jr., elected vice presi. ent 
and trust efficer of the newly activated trust departmer of 
SOUTHERN BANK & Trust Co. McNamara came from « =N- 
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TRAL NATIONAL BANK, Richmond, where he was asst. trust 
ofticer. 
WISCONSIN 

{[LWAUKEE—John A. Puelicher advanced to the presi- 
eney of MARSHALL & ILSLEY BANK, and his father, Albert 
Puelicher, to chairman of the board. Starting with the 
bank in 1938, John Puelicher became executive vice president 
in December, 1956. 


MILWAUKEE—Winfred William Wuesthoff named asst. 
vice president and trust officer in charge of investment re- 
search for the trust department of MARINE NATIONAL BANK. 
Formerly holding the title of asst. vice president, he as- 
sumes duties of Milton O. Johnson, retired. 


CANADA 


LETHBRIDGE, ALBERTA—At BRITISH CANADIAN TRUST 
Co., R. R. Davidson advanced to chairman of the board, while 
W. P. Davidson became president. 


MONTREAL—Edward Allan Morgan Edson appointed as- 
sistant to the general manager of ROYAL TRUST Co. at 
Montreal; William Drysdale, estates manager, appointed 
supervisor of estates and assistant manager; Harold G. 
Kirton named assistant manager at Montreal. Other appoint- 
ments were: St. John, N.B.: George Foster Publicover ap- 
pointed manager succeeding E. B. Harley, retired; Ottawa: 
A. B. Weir, trust officer at head office, appointed manager; 
Toronto: F. H. Pope appointed manager, estates department; 
Calgary: John W. Bayne appointed manager. 
A A A 
CEYLON PUBLIC TRUSTEE REPORTS 

An increase in the volume of assets under administration 
at the close of 1957 is noted in the recently received annual 
report of V. F. Gunaratne, Public Trustee of Ceylon. Pend- 
ing at the year end were 202 trusts with gross value of Rs. 
22,531,392 as against 198 trusts with Rs. 21,957,761 a year 
before. New trusts were valued at Rs. 581,616 compared to 
Rs. 244,649 the preceding year. Wills on file numbered 95 
as against 76 in 1956. 

Many of the funds under the care of the Public Trustee 
are for charitable, educational or religious purposes, Among 
these are funds belonging to Buddhist Temples on which 
there is no levy for the trustee’s administration. Properties 
administered include coconut, tea and rubber estates, as well 
as tenements and houses and a national home for boys. 
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Architectural style of new Southern Arizona Bank & Trust Co. 

building follows Spanish Renaissance lines, in keeping with South- 

west Territorial style, predominant in early Tucson. Beauty of old 

Spanish architecture has been retained, using today’s replica of 
hand work — pre-cast stone moldings for trimming. 














New trust quarters at First National Bank of Madison, Wis. 
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Main entrance to centralized trust department of Crocker-Anglo National Bank. 
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CROCKER-ANGLO CENTRALIZES TRUST 
DEPARTMENT 


The San Francisco trust department 
of Crocker-Anglo National Bank, previ- 
ously housed in ground-floor quarters at 
both the 1 Montgomery Street and 1 
Sansome Street offices, was opened on 
June 16 in new, centralized quarters on 
the fourth, fifth and six floors of the 
1 Montgomery Street building. 

The consolidated trust department will 
be managed by Vice President Laurence 
Tharp, with the following vice presidents 
and trust officers supervising separate 
divisions of the department: Earl F. 
Lawrence, probate and guardianship; 
Barth L. Ottoboni, corporate trust and 
stock transfer; Robert V. Walsh, testa- 
mentary trust, private trust and agency; 
and R. R. Zellick, real estate, tax and 


si operations. An additional division will 


be business development, headed by 
trust officers Philip S. Dalton, manager, 
and Kenneth C. Pfarrer, assistant man- 
ager. George England will serve as trust 
counsel and Charles Schwarz, as as- 
sistant. 
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TRUST ADMINISTRATIVE 
OFFICER 


A large Trust Department in Kansas City 
has opening for an administrative officer 
who is thoroughly familiar with trust 
administration. This is an_ excellent 
opportunity to make a solid connection 
and to advance with a'rapidly growing 
department. Age 28 to 35. Please furnish 
full academic and business background 
with small photo. 


Box H-87-1, Trusts and Estates 
50 East 42nd St., New York 17 








WANTED 
RETIRED TRUST OFFICER 


Bank in Bergen County, New Jersey, has 
opening for retired trust officer to head 
up Trust Department on a half-time basis. 
Reply to box number below so that an 
appointment may be arranged. 


Box H-87-2, Trusts and Estates 
50 East 42nd St., New York 17 








NEW BUSINESS 
MAN 


Well established Southeast Florida Trust 
Company desires services of a qualified 
New Business Representative. 


Box H-87-3, Trusts and Estates 
50 East 42nd St., New York 17 











TRUST ADVERTISING COPY WRITER 
AND ACCOUNT EXECUTIVE 


Well-known trust advertising firm wants 
experienced trust man as copy writer and 
account executive. Should have creative 
ability and thorough knowledge of adver- 
tising, business development, taxation and 
legal principles. Excellent future. 

Box H-87-4, Trusts and Estates 

50 East 42nd St., New York 17 








ADMINISTRATIVE 
TRUST OFFICER 


One of the largest Trust Departments in 
Houston has opening for administrative 
and operations officer. 


Box H-87-5, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST OFFICER 


Challenging opportunity to head and 
develop small but growing trust depart- 
ment. Mid-western city of 55,000. Prefer 
age 30-45, legal background, some trust 
administration. Salary dependent on abil- 
ity and experience. Send resume to 


Box H-87-12, Trusts and Estates 
50 East 42nd St., New York 17 
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EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 

departments may have free listing 

(maximum six lines). Responses to 

listings should be addressed to the 

Code number shown, care of “Trusts 

and Estates,” for forwarding to ap- 

plicant. The magazine cannot under- 
take to answer inquiries. 

Trustman 29, B.S.C., LL.B., 4 years 
experience with medium trust depart- 
ment in personal trust, estate planning, 
operations, now in charge of tax division. 
Desires key position with progressive 
bank. 87-6. 


Asst. Trust Officer, 30, large sized 
trust dept., West Coast; desires oppor- 
tunity Bay Area or So. Calif. 7 years 
personal trusts, agencies, limited pro- 
bate experience; also, 5 years general 
banking and auditing. 87-7. 


Trust Officer, lawyer, 37, experienced 
in all trust department phases, including 
new business development, presently 
operating small active trust department, 
seeks better opportunity with progres- 
sive institution. Location no factor. 87-8. 


Attorney, 39, upstate N. Y., seeks trust 
position. Former bank attorney—real es- 
tate closings. Presently corporation coun- 
sel, Heavy corporate, estate, wills, prop- 
erty experience. Prefers south, southwest 
or far west. 87-9. 


Attorney, 34, 6 years estate planning, 
tax, probate, drafting and trust admini- 
stration with one of largest banks. 87-10. 


Trust & Tax Officer, A.B., LL.B., Law 
Review, 40, 12 years experience in pro- 
bate & courts, taxes, estate planning, 
administration, in top midwest trust de- 
partment. New business ability proven. 
Trust law author. Desires V.P. & T.O. 
post in California or southwest. 87-11. 


Attorney, 25, also business degree, 
banking and law experience, desires trust 
or investment work. 86-1. 


June graduate, B.A., M.A., 27, veteran 
desires position in securities-economic 
research or Trust administration. Avail- 
able for relocation. 86-2. 


College graduate, 32, with four years 
experience in estate and business plan- 
ning with private firm. Also, four years 
in investment business. Additional back- 
ground in aviation and electronics. Seek- 
ing trust work. 86-3. 


Assistant trust officer in medium sized 
southern bank, 26, trained in all forms 
of trust operations, law graduate, de- 
sires position in progressive bank. North- 
east, midwest or west. 86-4. 


Trust officer, attorney, 39, with 12 
years comprehensive estate and trust 
experience, including administration, 
general operations, investments, taxes 
and estate planning. Seeks senior posi- 
tion in Florida Trust Department. 86-5. 


MERGERS, NEW TRUST POWERS 
& CHANGE OF NAME 


Canton, Ill. —CANTON STATE Bank 
has received a certificate of authority «o 
accept and execute trusts under pro- 
visions of the Trust Companies Act, hav- 
ing originally been given power when 
organized in 1949. 

Dwight, Ill. — Trust powers have been 
granted to First NATIONAL BANK of 
Dwight under the Federal Reserve Act. 


New Iberia, La. — NEw IBERIA Na- 
TIONAL BANK has been granted trust 
powers under the Federal Reserve Act. 

Lansing, Mich. — Shareholders of 
AMERICAN STATE BANK and the CENTRAL 
TrusT Co. approved consolidation as of 
June 28, under the name of AMERICAN 
BANK & Trust Co. Hubert B. Bates will 
be president and chief executive officer; 
Howard Mickelson, vice president and 
chairman of the trust committee; Wil- 
liam A. Ruble, vice president and senior 
trust officer; and G. D. Bodell, Jr., asst. 
vice president. 


Plainfield, N. J. — Stockholders of 
PLAINFIELD TRUST Co., the STATE TRUST 
Co. and PLAINFIELD NATIONAL BANK ap- 
proved merger of the three under name 
of PLAINFIELD TRUST STATE NATIONAL 
BANK. H. Douglas Davis, president of 
Plainfield Trust Co., has been named 
president of the new bank, and all offi- 
cers will be retained in their present or 
equivalent capacity. 

Lincolnton, N. C. — LINCOLN NATION- 
AL BANK has been granted trust powers 
but has not as yet activated a trust de- 
partment. 

Hamilton, Ohio — CITIZENS SAVINGS 
BANK & Trust Co. has changed its name 
to CITIZENS BANK with the approval of 
stockholders. 


Harrisburg, Pa. — Merger of CENTRAL 
Trust Co. and the CAPITAL BANK & 
Trust Co. under charter and name of 
CENTRAL TRUST CAPITAL BANK became 
effective July 7 upon approval of the 
State authorities. Robert Loban will be 
vice president and senior trust officer; 
Edward J. Cahill and John Leib, vice 
presidents and trust officers. 

Huntingdon, Pa. — First NATIONAL 
BANK of Huntingdon and the GRANGE 
Trust Co. have consolidated under the 
title FIRST-GRANGE NATIONAL BANK. 

Brookings, S. D. — Security NATION- 
AL BANK has changed its title to FIRST 
NATIONAL BANK in Brookings. 

Lamesa, Texas — LAMESA NATIONAL 
BANK has been granted trust powers 
and has named C. A. Hollingsworth as 
vice president and trust officer and E. 
D. David as executive vice president and 
assistant trust officer. 

Brattleboro, Vt. — VERMONT-PEOPLES 
NATIONAL BANK and Vermont Savings 
Bank have merged under the name of 
VERMONT NATIONAL & SAVINGS BANK. 
William I. Tucker will be president and 
trust officer of the new bank. 
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ESTERN Union TELEGRAPH Com- 
Wi... employees earning more than 
$7,500 a year have their own (contribu- 
tory) supplemental pension plan based 
on compensation in excess of this 
amount. Reporting this in an article in 
The New York Times of June 8, J. E. 
McMahon drew attention to the popular- 
ity of the plan among higher echelon em- 
ployees. Other companies have appar- 
ently found the concept attractive and 
have been inquiring about the possibili- 
ties of such a plan for their own execu- 
tives. What are the chances of success in 
getting such a plan qualified? 

Two requisites must be satisfied be- 
fore an “excess” plan will qualify with 
the Internal Revenue: 


(1) The group of employees who 
benefit form a class which is 
found by the Treasury “not to 
be discriminatory in favor of em- 
ployees who are officers, share- 
holders, persons whose principal 
duties consists in supervising the 
work of other employees, or high- 
ly compensated employees” (In- 
ternal Revenue Code, Sec. 401(a) 
(3) (B)). 

(2) The benefits of the plan do not 
discriminate in favor of the pre- 
ceding groups Code, Sec. 401(a) 
(4)). 


In other words, the group covered must 
not consist only of “supervisory” em- 
ployees and the pay which is to be used 
as the criterion of rejection must not be 
so large that it will be “high” for that 
company. 

For example, in a company with 100 
employees only four might be earning 
over $7,500 and all of them are likely to 
be “supervisory.” This would seem to 
make a $7,500 “excess” plan “discrim- 
inat ry” in terms of the Code. And even 
if the employee coverage were found 
non-‘iscriminatory there is still the re- 
qui: ment that the benefits must not dis- 
crimvnate in favor of the highly com- 
pen:ated employee. On this point the 
Tre: sury has been quite specific: all “ex- 
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PENSION PLAN BASED ON PAY IN EXCESS OF $7,500 A YEAR 
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pension plans must “integrate” 
with social security benefits. 

This “integration” is explained in 
Regulations 1.401-3(e) (2) to mean that 


the employer can take credit for 120% 


of an employee’s “primary” social secur- 
ity benefit. Under the present Act this 
means that the employer is assumed to 
be providing each of his employees who 
earn $4,200 a year with a lifetime pen- 
sion (without term-certain guarantees) 
of 120% of $1,302, namely $1,562.40 a 
year. This $1,562.40 is 37.2% of the 
$4,200 compensation rate. Now the 
Treasury has agreed that it is percen- 
tages of pay rather than dollar amounts 
that count in assessing whether pension 
benefits are discriminatory at any given 
pay level. This means that an employer 
may argue that he is giving a 37.2% pen- 
sion plan to all his employees earning 
$4,200 even though he has no private 
pension plan in operation. The percen- 
tage is actually higher for employees 
earning less than $4,200. 

Suppose, then, that an employer de- 
cides to establish a pension plan for his 
employees who earn over $4,200 a year. 
Suppose further that these employees are 
not all “supervisory,” and that there are 
enough of them for $4,200 not to be con- 
sidered a high compensation in that com- 
pany. Since the employer is assumed to 
be giving a 37.2% pension (or more) 
to all his employees earning less than 
$4,200 and since pay in excess of $4,200 
is not considered in computing social se- 
curity benefits, the employer may grant 
a pension of 37.2% on all pay in excess 
of $4,200 a year. Such a procedure has, 
in fact, been explicitly recognized by the 
Treasury and the 37.2% has _ been 
“rounded off” to 3714% (Regs. Sec. 
1.401-3(e) (2) ). 

But of course the argument can be 
contended without difficulty to cut-off 
points above $4,200. Let us take as an 
example an “excess over $7,500” plan. 
At a pay level of $7,500 the employer is 
assumed to be providing a social secur- 
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ity pension of $1,562.40 (i.e., 120% of 
$1,302). This amount is 20.83% of 
$7,500 and thus every employee earning 
$7,500 or less is provided with a pen- 
sion of at least 20.83% of his pay. The 
employer may thus establish a pension 
plan to provide 20.83% of compensation 
in excess of $7,500 a year (provided the 
group of employees eligible satisfies the 
conditions for non-discrimination). It 
may be mentioned that the “best” com- 
pensation on which the pension can be 
based is “the average annual compensa- 
tion over the highest five consecutive 
years” (Regs. Sec.. 1.401-3(e) (2) ). 

The preceding discussion refers to an 
“excess” pension plan that provides no 
in-service or post-retirement death bene- 
fits. If, for example, there is a 10-year- 
term-certain guarantee of the pension the 
“excess” percentages otherwise deter- 
mined must be multiplied by 90%. If, 
furthermore, there is an in-service death 
benefit of 81 times the prospective an- 
nual pension (or the “reserve” whichever 
greater) the percentage must be further 
reduced by eight-ninths. The Western 
Union “excess” plan contains both these 
features so the maximum permissible 
pension percentage is eight-ninths of 
90% of 20.83%, or 1674%. 

Finally, what is the effect of requiring 
an employee contribution on the “ex- 
cess” compensation? The answer is that 
an employee’s pension determined under 
a non-contributory plan may be in- 
creased by one-tenth of his aggregate 
contributions up to age 65. For example, 
the employee contribution in the West- 
ern Union plan is 5% of pay in excess 
of $7,500. If an employee’s aggregate 
contributions between age: 35 and age 65 
amount to 80% of the excess over $7,500 
of his average pay during his last five 
years of service,* his pension could be 
increased by a maximum of 8% (i.e., 
one-tenth of 80%) of the pensionable 


*Note that this percentage would only have been 
150% (30 times 5%) if the 1634% pension was to 
be applied to career-average compensation. 
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compensation. His pension — assumed 
to be based on highest-five-year average 
compensation — could thus be increased 


from 16°4% to 2624%. 


Experience with Variable 
Teachers’ Pensions 


N 1952 THE TEACHERS INSURANCE AND 

Annuity Association (TIAA), which 
was set up in 1918 as an investment and 
insurance medium to provide pensions 
for the teaching profession, established 
an independent organization known as 
the College Retirement Equities Fund 
(cREF). This fund was intended to be 
invested mainly — if not wholly — in 
equities or real estate and the teacher 
could request that up to one-half of all 
contributions for his pension should be 
made to this fund rather than to TIAA 
itself. The resulting pension payable 
from the fund would depend entirely on 
the performance of equities during the 
teacher’s active employment and subse- 
quent retirement. 

The TIAA-CREF system has been quoted 
very widely by pension specialists — 
either as an example of how to beat in- 
flation or in illustration of the thesis that 
a pensioner should not have to suffer 
from the ups and down of stock market 
prices! But more than usual interest was 


evidenced when Dr. William C. Green- 
ough, who is president of both institu- 
tions, spoke before the American Pen- 
sion Conference this Spring. For here 
we were in a year of recession with the 
steel industry working at 50% of capac- 
ity and the Federal Reserve Index of 
Production running at about 90% of its 
1956/7 level. How did this affect the 
pensions of teachers under CREF? 

The answer is provided in Dr. Green- 
ough’s talk, mimeographed copies of 
which have now been made available to 
members of the American Pension Con- 
ference. Although the pensioner fares 
slightly worse during 1958 than in 1957 
he is still much better off than he would 
have been under TIAA alone. Thus, if a 
pensioner had a $100 pension due from 
TIAA commencing August 1952 and a 
$114 pension from crEF, during 1956/7 
this pension of $214 would have risen to 
$317 of which $211 was coming from 
crEF. In 1958/9 — the annuity unit val- 
ues are fixed on March 31 each year — 
the pension rate would only have 
dropped to $298. Under TIAA alone the 
pension in 1958/9 would have been 
$216. 

Of course, as some retired teachers 
have pointed out to TIAA-CREF, the cost of 
living has actually risen between 1956 


and 1958 so that the above pension 
movements are in the wrong directica. 
But Dr. Greenough answers that (‘ie 
gains over the whole period are wll 
ahead of the rise in the cost of living 


Other interesting points made by | 
Greenough during his speech and the 
suing discussion are: 


(1) CREF held equities in 65 differ 

companies at the end of 1957 
five new companies having bee 
deleted and four added during the 
year; 
The investment portfolio has pro- 
duced better results than Stand- 
ard and Poor’s Index over the 
same veriod; 


The yield of CREF in 1957 was 
only 3.06% — presumably indi- 
cating that the investments are 
primarily “growth” stocks; 

The rate of compounding of con- 
tributions paid into CREF has 
amounted to about 11% per an- 
num; 

CREF has no real estate invest- 
ments as yet; 

The total expenses charged by 
CREF are: (a) 3% of each premi- 
um; (b) %4% a year of the mean 
assets of the fund, and (c) 1% 
of each annuity payment. 


There can be no doubt that TIAA-CREF 
is making history. 
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O:L AND GAS 
(Continued from page 624) 


owned Texas land and mineral interests 
and was a member of a partnership 
which owned Texas mineral interests. 
The will provided that the residue of the 
estate, including Texas properties and 
those located elsewhere, should be held 
in trust for a 20-year term, and then 
distributed to charitable beneficiaries. 
The remainder was declared invalid by 
an Ohio decree because in contravention 
of an Ohio statute proscribing charit- 
able testamentary dispositions when 
made within one year preceding death. 
Suit was begun in Texas, which had no 
such statute, to establish the validity of 
the remainder interest in the Texas prop- 
erties. 

The Supreme Court of Texas, in a 
well reasoned opinion, held that: 

(1) It was not required to accord 
“full faith and credit” to the Ohio de- 
cree. 

(2) The classification of tangible 
property as movable or immovable for 
conflict of laws purposes was governed 
by the law of the situs. A mineral inter- 
est was classifiable in Texas as an im- 
movable. Similarly (although this point 
was not contested) an interest in a 
partnership owning land was regarded 
as an immovable. 

(3) The law of the state of situs of an 
immovable determined whether, because 
of a contract or the terms of a will, the 
immovable was deemed converted into 
a movable for conflict of laws pur- 
poses. 

(4) The validity of a devise of an 
immovable was to be determined in ac- 
cordance with the law of the situs. Thus, 
the validity of an interest sought to be 
created in the Texas land and mineral 
interests was controlled by the law of 
the situs. Measured by Texas law the re- 
mainder to charity was upheld. 

As might be expected, where the 
courts of the state of situs decided that 
an immovable located therein was, under 
loca! law, converted into a movable, the 
validity of the disposition was then de- 
termined under the law of the decedent’s 
domicile." 

As a word of warning it should be 
note that decisions in the oil producing 
Stats treating oil and gas interests as 
pers nalty for some domestic purposes 
are jot safe precedents for the propo- 
sitio, that such interests will be classi- 
fied s movables for conflict of laws pur- 


> 


poses .*< 


— 


“uire v. Andre, 259 Ala. 109, 65 So. 2d 185 


lly 


(195 
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‘ansas royalty interests have been classified 
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Jurisdiction 


One of the most perplexing problems 
to a lawyer dealing with estates is the 
impact of the Constitution, particularly 
the “full faith and credit” clause and the 
“due process” clause of the Fourteenth 
Amendment, upon conflict of laws rules 
relating to foreign land. One New York 
Surrogate’s Court held that it had no 
jurisdiction to determine the devolution 
of Texas oil properties owned by a New 
York decedent.'* However, it might be 
argued that, if the New York forum had 
jurisdiction of all parties claiming an 
interest in an out of state oil property, 
it could order the execution of quit- 
claim conveyances in favor of the proper 
party. In an early New York case,’ 
wherein the court had jurisdiction of 
the person of a trustee, a decree was 
entered requiring the trustee to execute 
certain conveyances to pass title to TIlli- 
nois land disposed of in the will of a 
New York domiciliary. The question of 
the validity of the disposition was de- 
cided in accordance with the law of Illi- 
nois. 

If such action should be attempted, 
the court, on the authority of New York 
precedent, should apply the law of the 
situs as to (1) the classification of the 
property in question as an immovable or 
movable, (2) the relevance of the equi- 
table conversion fiction, and, if relevant, 
what operative facts will cause it to be 
applicable in a particular case and (3) 
should the property be an immovable, 
the validity of the disposition and of 
the interests sought to be created there- 
in. 

As the Toledo Society case illustrates, 
decisions applying the equitable conver- 
sion fiction for devolution purposes are 
not necessarily authoritative in the con- 
flict of laws field where the classification 
of property will determine the choice be- 
tween conflicting rules of different states. 
For example, in /n re Norton’s Estate’ 
the court applied New York law to the 
question of the asserted invalidity of a 
testamentary trust in favor of a business 
corporation. The principal trust asset 
was QOhio realty which had been sold. 
The court relied on an Ohio decision 
which enumerated the criteria for, but 
refused to apply, the equitable conver- 
sion fiction in a case involving devolu- 
tion of Ohio land. It is apparent that the 
as personalty in many cases, e.g. Tegarden v. 
Beers, 175 Kan. 610, 265 P. 2d 845 (1954). Despite 
this a recent case treated a royalty interest as an 
immovable for conflict of laws purposes. In re 
Randolph’s Estate, Everett v. Schell, 175 Kan. 685, 
266 P. 2d 315 (1954). 

13In re Piazza’s Estate, 
(1954). 
144Hawley v. James, 7 Paige 213, 32 Am. Dec. 623 


(N. Y. 1838). 
15155 N.Y.S. 2d 838 (1956). 


130 N.Y.S. 2d 244 


Ohio decision relied on is not good au- 
thority for the proposition that under 
Ohio law the equitable conversion con- 
cept may be invoked to determine how a 
property is classified for conflict of laws 
purposes. 


Law Applicable to Administration 


Another major question is where 
and according to what law is a testa- 
mentary trust to be administered? It is 
the position of the Restatement, Conflict 
of Laws, Sec. 243, that “The administra- 
tion of a trust of land is governed by 
the law of the state where the land is 
and can be considered by the courts of 
that state only.” An exception is that 
“if a trustee repudiates the trust and re- 
moves to another state, a court of such 
state may compel him to convey the 
land to the equitable owner thereof or 
to another trustee.” 


Some New York cases seem to be in 
accord with the Restatement.1® But 
others exist where administrative juris- 
diction was assumed even though the 
res consisted of a foreign immovable. 
In In re Haldeman’s Estate'* where the 
residuary‘ estate which was devised in 
trust consisted of Texas land and oil 
royalties, the court first held that the 
validity of the devise of an immovable 
was a matter to be decided by the 
courts of, and according to the law of, 
the situs. It went on to consider what 
apportionment formula, as between prin- 
cipal and income, should be applied to 
the amounts received from the Texas 
royalty interest. The court, finding that 
one New York decision had applied a 
formula similar to that prescribed by 
the Texas Trust Act, stated that it was 
of no real consequence whether New 
York or Texas law is determinative and 
therefore refused to decide which should 
be applied. 

Other New York courts have exercised 
jurisdiction to administer a trust whose 
assets consisted in part of oil and gas 
royalty interests located outside New 
York. In one case there was involved 
the question of whether apportionment 
between principal and income was re- 
quired in the case of a testamentary 
irust whose res consisted, in terms of 
inventory value, 1/5th of oil royalty in- 
terests which produced 3/5ths of the 
entire trust income. The decedent’s will 
expressly mentioned and authorized the 
retention of the oil royalty interests. The 
life beneficiary was the testator’s daugh- 
ter, and the remaindermen were con- 
tingent. The court enumerated several 


16In re Turner’s Will, 90 N.Y.S. 2d 481 (1949); 
Petition of Schwarz, 61 N.Y.S. 2d 578 (1946). 


17143 N.Y.S. 2d 396 (1955). 
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factors as constituting a test for determ- 
ining whether it was the intention of the 
decedent that the life beneficiary re- 
ceive the entire royalty income free from 
apportionment. The court, on analysis 
and leaning heavily on the father-daugh- 
ter relationship, determined that no ap- 
portionment was required.'® 


In another case, where oil and royalty 
interests also comprised a portion of the 
trust res, the court, having determined 
that apportionment between principal 
and income was required, instructed 
the trustee to use the following formula: 
2714% of gross proceeds to principal 
until the aggregate amount apportioned 
to principal equals inventory value, fol- 
lowing which no apportionment to prin- 
cipal because of the New York rule 
against accumulations; and 7244% to 
income until the aggregate amount ap- 
portioned to principal equals inventory 
value, following which the entire pro- 
ceeds are allocable to income.'® 


It is submitted that in the Beeler cases 
the court failed to direct its attention to 
the proper questions. Fundamentally, 
the court erred in applying New York 
law to the determination of the rights 
and interests created by the disposition 
of oil royalties located in another state 
without attempting to decide whether the 
the law of the state of situs considered 
the oil royalties to be movable or im- 
movable properties for conflict of laws 
purposes. Then, too, there is the ques- 
tion whether the only forum possessing 
jurisdiction to administer the trust of 
immovables is that of the situs of the 
trust res. This question seems to be only 
another aspect of the broad question of 
what power a court may exercise in re- 
spect of foreign land. 


Where the foreign land has been sold 
by the trustee, it seems likely that the 
jurisdictional problems arising out of 
the Constitution are less thorny, but the 
question remains whether the immovable 
character of the original res requires 


that rights in the proceeds of sale be 
determined under the law of the situs of 
the original res. In a New York case 
jurisdiction was based on the presence 
in New York of the proceeds of a sale 
of New Jersey land pursuant to the 
terms of the will of a New York domi- 
ciliary, but the issues raised by objections 
to the account of a trustee were held to 
be controlled by New Jersey law.° 

As has been indicated, where the 
trust res consists of an oil and gas prop- 
erty which is classified by the law of 
situs as an immovable, the necessity of 
and the formula for apportioning the 
proceeds of production between princi- 
pal and income must be resolved in ac- 
cordance with the law of situs. Many of 
the oil and gas producing states”! have 
enacted statutes based upon Section 9 of 
the Uniform Principal and Income Act, 
which is as follows: 


“$9. Disposition of Natural Re- 
sources. — Where any part of the 
principal consists of property in lands 
from which may be taken timber, min- 
erals, oils, gas or other natural re- 
sources and the trustee or tenant is 
authorized by law or by the terms of 
the transaction by which the princi- 
pal was established to sell, lease or 
otherwise develop such natural re- 
sources, and no provision is made for 
the disposition of the net proceeds 
thereof after the payment of ex- 
penses and carrying charges on such 
property, such proceeds, if received 
as rent on a lease, shall be deemed 
income, but if received as considera- 
tion, whether as royalties or other- 
wise, for the permanent severance of 
such natural resources from the lands, 
shall be deemed principal to be in- 
vested to produce income. Nothing in 
this section shall be construed to abro- 
gate or extend any right which may 


18In re Beeler’s Will, 118 N.Y.S. 2d 110 (1952). 
19In re Beeler’s Will, 121 N.Y.S. 2d 202 (1952). 


20In re Chapman’s Estate, 110 N.Y.S. 2d 26 


(1951). 


21E.g. Arizona, Colorado, Illinois, Kansas, Louis- 
iana, Oklahoma, Texas. However, both Oklahoma 
and Texas provide that only 27142% of the gross in- 
come from oil production shall be allocable to prin- 
cipal. 
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otherwise have accrued by law to a 
tenant to develop or work such 
natural resources for his own bene- 
a.” 


Keeping Out of the Hole 


This discussion of problems facing 
the fiduciary receiving oil and gas prop- 
erties leads to one inescapable concia- 
sion. It is that every person having an 
investment of any material sort in oil 
and gas properties, or engaged in any 
activity in relation thereto, should be 
apprised of these problems before his 
death, should explore them in the light 
of their effect on the general plan which 
he has for his estate and should be com- 
pelled, so far as is possible, to solve 
them through appropriate: provisions in 
his will. 

The more devastating questions can 
be avoided or solved by the decedent 
himself with the assistance of his counsel 
and the prospective fiduciaries, through 
the expedient of a will containing clear 
cut directions and sufficiently broad 
grants of power and authority to his ex- 
ecutors and trustees and to concurrent 
owners or life tenants of the properties 
devised. 


The will should state whether and to 
what extent oil and gas interests should 
be retained; the wishes of the decedent 
respecting additional expenditures for 
their preservation, exploration or de- 
velopment and the source of funds to 
defray same; whether further proper- 
ties of the same kind may be acquired; 
the manner in which income and, in cer- 
tain cases, the depletion deduction 
should be divided among owners of suc- 
cessive interests: the rights of the fiduci- 
aries and their authority to sell, lease, 
sub-lease, explore, operate, pool, unitize, 
mortgage, grant production payments 
and otherwise deal with the property in- 
terests; the disposition to be made of in- 
terests in unincorporated organizations 
for joint oil and gas activity; and, of 
course, specific authority to those desig- 
nated to perform the acts permitted or 
directed. 


A A A 


@ Some 200 attorneys, accountants, life 
underwriters and trust officers attended 
the recent Syracuse estate planning con- 
ference sponsored jointly by Merchants 
National Bank & Trust Co. and the Col- 
lege of Law, Syracuse University. This 
year the main theme was the advan- 
tageous use of life insurance, and the 
topics presented were: “Why Life In- 
surance,” “The Life Insurance Trvst, 
“Some Techniques in Insurance !! 
ning” and “Life Insurance and Business 
Planning. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


‘ue DENVER EsTaTE PLANNING Coun- 
Tai held its first annual summer 
social meeting June 3rd at the Colum- 
bine Country Club. Besides golf, swim- 
ming and a buffet dinner the members 
enjoyed a presentation of “Simon Self- 
made’s Purge.” The play, which was 
published in TRusTs AND Estates (1954 


| May p. 444 and June p. 528), was en- 


acted by members of the Denver Uni- 
versity School of the Theatre with the 
permission of its author, distinguished 
Boston attorney, Paul B. Sargent. Copies 
of Simon Selfmade’s will were dis- 
tributed with the program and the play 
represented his trial in Purgatory for 
his testamentary sins. It was wittily done 
and well received by the audience. 


This is the season for annual outings 
among estate planning councils. Social 
occasions of this nature were reported 
by Central Arizona, Detroit, St. Louis, 
and Northern New Jersey. 


Los Angeles—On June 2 “Practical 
Estate Planning Problems” were pre- 
sented in the form of a discussion of four 
actual cases demonstrating the co-ordina- 
tion of professional advisers in solving 
the problems of estate owners. The panel 
consisted by John W. Pring, trust officer, 
Citizens National Trust & Savings Bank, 
moderator; Arthur S. Carruthers, vice 
president, California Bank; Charles R. 
Gibbs, C.L.U., Mutual Benefit Life In- 
surance Co.; and Cecil E. Ricks, Con- 
necticut General Life Insurance Co. 
Officers elected for the ensuing year are: 
Pres.—J. R. Pattillo, vice president and 
trust officer, Beverly Hills National Bank 
& Trust Co.; Vice Pres.—Peter Thomp- 
son, C.L.U.; Sec.-Treas. — Lewis B. 
Maier, assistant vice president and trust 
oficer, Union Bank. 

Boulder —On June 19 Milton E. 
Meyer, Jr., Denver attorney, spoke on 
“Tax and Estate Planning for the Pro- 
fessional Man.” Mr. Meyer is presently 
the president of the Denver Estate Plan- 
ning Council and secretary of the Taxa- 
tion Section of the Colorado Bar Asso- 
Clation 


District of Columbia—On May 27 the 


name of the council was changed to the 
Was! ington, D. C., Estate Planning 
Coun il, effective June 1, 1958. Member- 
ship ‘neludes trust officers, life under- 
Writes, attorneys and accountants. Off- 
cers lected for the ensuing year are: 
Pres--Samuel J. Sugar, C.L.U., Penn 
Mutu 1 Life Insurance Co.; Vice Pres.— 
Edw B. Shaw, vice president and 
seni: trust officer, Riggs National 
JuL. 1958 


Bank; Treas.—C. Carney Smith, C.L.U., 
Mutual Benefit Life Insurance Co.; Sec. 
—J. Fontaine Hall, vice president, Na- 
tional Savings & Trust Co. 

Northeast Florida—On June 10 the 
following new officers were elected: 
Pres.—Reginald C. Wager, trust officer, 
Atlantic National Bank; Vice Pres.—H. 
Laurence Cooper, agent in charge of 
trusts, Gulf Life Insurance Co.; Sec.— 
William R. Frazier, attorney; Treas.— 


Jewell A. Davis, C.P.A. 


Baltimore—On June 10 the following 
new officers were elected: Pres.—Emil 
K. Meacham, New York Life Insurance 
Co.; Vice Pres——G. Van Velsor Wolf, 
attorney; Treas.—William H. McLean, 
Jr., C.P.A.; Sec.—Joseph A. Bognanni, 
trust officer, Equitable Trust Co. 


Central New Jersey—On June 30 Wil- 
liam E. Murray, New York attorney, 
spoke on “Estate Planning for the 
Salaried Man.” 


Rochester, N. Y.—On June 4 the 
name of the council was changed to 
Estate Planning Council of Rochester 
and the membership was opened to at- 
torneys and accountants as well as life 
underwriters and trust officers. Officers 
elected for the ensuing year are: Pres.— 
Wilmot R. Craig, executive vice presi- 
dent, Lincoln Rochester Trust Co.; Vice 
Pres.—Robert M. Williamson, agent, 
Connecticut Mutual Life Insurance Co.; 
Treas.—Edward R. Murphy, vice presi- 
dent, Genesee Valley Union Trust Co.; 
Sec.—E. James Hickey, attorney. 


Charlotte—Officers newly elected on 
June 17 are: Pres.—Robert L. Hines, at- 
torney; Vice Pres.—T. Edward Thorsen, 
C.L.U., New England Mutual Life Insur- 
ance Co.; Sec.—John Schuber, Jr., trust 
officer, Wachovia Bank & Trust Co.; 
Treas.—C. M. Carter, C.P.A. 

Cleveland—On June 17 Earl R. Hud- 
son, president of Kennedy Sinclaire, New 
York, spoke on the spectacular growth 
of pension and_ profit-sharing plans 
(1952—20,000; 1956—40,000; March 
1958—27,617 pension and 15,144 profit- 
sharing plans). The greatest future mar- 
ket, he demonstrated, was among smaller 
companies. “Failure to recognize the 
tremendously fertile market in this area 
has cost them (the banks) literally mil- 
lions of dollars of fees annually,” he 
said. 

Seattlek—On June 11 “Taxmanship 
and Trusts” was discussed by Paul 
Brower, director of advanced underwrit- 
ing, Mutual Life Insurance Co. of New 
York. The meeting was sponsored jointly 


with the Seattle Chapter of Chartered 
Life Underwriters and the Seattle Life 
Managers Association. 


Milwaukee—On June 9 Richard W. 
Effland, professor of law, University of 
Wisconsin, spoke on “To Give or Not to 
Give—Philanthropy in Perspective.” 


CANADA 


Edmonton—In March B. P. Lang, 
C.L.U., London Life Insurance Co, 
spoke on “Programming Life Insur- 
ance.” In April A. A. More, Canada 
Permanent Trust Co., talked on “Estate 
Planning.” 


Manitoba—In March a panel dis- 
cussed “The New Estates Tax Act, Bill 
248.” Panel members were: William E. 
Scythes, Gordon M. Stewart, W. Arthur 
Johnston, C.L.U., and H. D. Robold, 
C.L.U. In April Donald J. Campbell, 
C.A., of Price, Waterhouse, talked on 


“Personal Corporations.” 


Montreal—In April Phillip F. Vine- 
berg, solicitor, discussed “A Lawyer 
Looks at Estate Planning.” In June the 
following officers were elected: Pres.— 
H. K. D. Heming, Royal Trust Co.; 
Vice Pres ——E. B. Van Dine, Imperial 
Life Assurance Co.; Sec.—J. G. Heffer- 
nan, Industrial Life Insurance Co.; 
Treas.—J. E. Nadeau, Montreal man- 
ager, Canada Permanent Trust Co. 


Hamilton—In April “Elements of the 
United States Estate and Gift Tax Law” 
were discussed by Donald C. Lubick, a 
United States attorney. New officers 
elected in May are: Pres.—Warren E. 
White, trust officer, National Trust Co., 
Limited; Vice Pres.—Jack Robertson, 
C.L.U., Mutual Life Assurance Co. of 
Canada; Treas——David A. Robinson, 
Q.C., barrister and solicitor; Sec.—A. B. 
Francis, C.A. 

Toronto—In March W. I. Linton, ad- 
ministrator of succession duties, Depart- 
ment of National Revenue, Ottawa, dis- 
cussed the new Estates Tax Act, Bill 
248, before 58 members and guests. In 
April Dr. Marcus Long, professor of 
philosophy, University of Toronto, spoke 
on “The Impact of the Election on 
Canada’s Political Life.” In May John 
W. Millar, manager, Ontario branch, 
Canada Permanent Trust Co., spoke on 
“The Routine Administration of an 
Estate by a Trust Company.” Officers 
elected for the ensuing year are: Pres.— 
Kenneth Burn, Chartered Trust Co.; 
Vice Pres—John M. Tomlinson, C.L.U., 
Manufacturers Life Insurance Co.; Sec. 
—John W. Millar, Canada Permanent 
Trust Co.; Treas. — Murray Wilton, 
C.L.U., North American Life Assur. Co. 
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CLOSE CORPORATION 
VALUATIONS 
e realistic 
e fair 


e impartial 


Taxing authorities, executors, 
attorneys and others interested 
in the equitable appraisals of 
privately owned businesses and 
close corporations have en- 
dorsed Studley, Shupert Valu- 
ations Reports for their realism, 
fairness and impartiality: for 
their complete acceptability to 
all parties. 

Nearly 30 years of experience 
includes appraisals for conser- 
vator,corporate sale and merger 
purposes, and for determining 
inheritance and estate taxes 
and intra-estate settlements. 

Inquiries to the Valuations 
Department are invited. 


STUDLEY, SHUPERT 


& COMPANY, INC. 


1617 Pennsylvania Blvd., Phila. 3 
24 Federal St., Boston 10 








WILL PAY CASH 
FOR YOUR GOLD COINS 


_ 


we will pay the following prices... 


$20 GOLD . _.. $36.50 each 
$19 GOID _.. $18.00 each 
$ 5 GOLD each 
Se eee each 
$ 2.50 GOLD each 
$ 1 GOLD Aa : each 
We ere zlso seeking the following: 
$50 GOLD . _... $400.00 each 
$ 4 GOLD _........ $500.00 each 


PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 





123 West 57ih Street, New York 19, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 





Will Forms Discussed at 
Bar Meeting 


“Standard Clauses for Wills,” pub- 
lished in book form by Trusts AnD Es- 
TATES, constituted the basic theme for a 
two-day Workshop at the 85th annual 
meeting of the Iowa State Bar Associa- 
tion held June 5-6 at Des Moines. This 
system of forms developed by Ralph R. 
Neuhoff was made available by T&E in 
looseleaf pages for incorporation with 
the other materials used by some thou- 
sand attorneys who attended. 

Among these materials was an Iowa 
supplement to the Neuhoff clauses, pro- 
pared by Professor John C. O’Byrne of 
the College of Law, State University of 
Iowa, to cover situations where the local 
law varies. 

Three of the papers presented at the 
meeting were also keyed to “Standard 
Clauses for Wills.” They were “Princi- 
ples of Good Will Drafting” by Profes- 
sor Allan D. Vestal; ‘“‘Powers and Duties 
of Estate Representative under lowa 
Law” by Professor Willard L. Boyd; and 
“Basic Trust Clauses” by Professor Ger- 
ald K. Chinn. Other addresses dealt with 
powers of appointment, by Professor 
Charles W. Davidson and Maurice E. 
Stark; estate analysis and planning, by 
Arthur Minnich, Jr., and William L. 
Meardon; and uses of trusts, by Profes- 
sor Samuel M. Fahr and Dee L. Frost, 
trust officer of lowa-Des Moines Nation- 


al Bank. 


Term Trusts Have Estate Tx 
Advantage Too 


Although major emphasis is gener lly 
given to the income-tax saving featur: of 
short term trusts, estate tax reductio:: is 
also possible if the donor dies during the 
period of the trust. This was brought out 
by David Mishkind, certified public ac- 
countant in Tucson, before ‘a revent 
meeting of the Southern Arizona Es‘ate 
Planning Council. This result is due to 
the inclusion of the trust corpus at less 
than its original full value. Thus, Mr. 
Mishkind pointed out, a reversionary in- 
terest in a ten year trust of $30,000 
would be valued at approximately $22. 
000 at the end of the first year and $25, 
250 at the end of the fifth. 

The speaker illustrated also how 3 
grantor in the 50% tax bracket could 
transfer assets producing $3,600 annual 
income for the equal benefit of two aged 
parents and a minor child and add about 
$1,480 to the family’s spendable income. 

Short term trusts may involve a gift 
tax which would be calculcted on the 
present value of the property that will be 
returned to the donor. In the case of a 
trust for ten years, this value would be 
approximately 30% of the fund, Mr. 
Mishkind indicated. However, the life. 
time exemption, to the extent available, 
would reduce or eliminate the tax. The 
annual exclusion would also come into 
play if the transfer met the requirements 
laid down by the Code. 








684 


LAW CLASS TOURS TRUST DEPARTMENT 


The estate planning class at the University of Arizona College of Lav visited the 
Trust Department of Valley National Bank in Phoenix on May 20. Th _ greater pat! 
of the morning was taken up with showing the students through the quarters an 
in each division head giving a 15 to 20 minute talk on the particular phase of Trust 
Department operation fer which they are primarily responsible. Following hunch 
the greater portion of the afternoon was spent in discussing an estate planning prob- 
‘lem which the students hed been given as part of their course. The facts 0! the 
particular problem were furnished by Grant Hoel, assistant trust efficer in charge of 
new business at the Tucson trust office. The student with the best solution to the 
problem had been selected by Professor James J. Lenoir and the presentation of a 
3850 bond was made by President Carl A. Bimson. 

Photo shows students in the front row and in the back row (left to right) are 
two students; F. L. Gibson, vice president in charge of the Trust Departmet; ? 
student; Mr. Bimson; James Dwight, Jr., the winning student; Kenneth I. Codd, 
trust officer in charge of trust business development; Dean John D. Lyons ©: the 
College of Law; and Professor Lenoir. 
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Making Money with Investments 


HARRY C. FRANCE. Fleet Publishing Co., 

New York (143 pp.; $3.95). 

The title seems singularly inappropri- 
ate in the light of the author’s invest- 
ment approach for the novice, which em- 
bodies the “doorstep” principle of part- 
nership in nationally-known suppliers of 
goods and services. For example, a user 
of Dodge trucks and De Soto cars should 
buy some Chrysler stock. While this 
makes for reader interest, it exposes 
the unsophisticated investor to the risk 
of changing fortunes unless he seeks 
professional guidance before making a 
commitment. The book states clearly and 
briefly conservative investment tenets, 
together with capsule comments on 20 
segments of industry which warrant 
reader participation. 

The author wisely divides the problem 
of money management into the purposes 
of cash, insurance, bonds and stocks of 
various types, with case histories which 
vary with different ages and circum- 
stances. AS a primer and guide for the 
beginner, it is informative and readable, 
but don’t start spending those profits be- 
fore they are realized. 


Foundations: Their Power and Influ- 
ence 

RENE A. WORMSER. The Devin-Adair Com- 

pany, New York 10 (412 pp.; $7.50). 

The “embarrasingly close scrutiny” of 
activities supported by tax-exempt chari- 
table foundations in the United States, 
as conducted by the Reece Committee in 
Congress, is the basis of this frank and 
disturbing study. The author, general 
counsel to the committee, expresses the 
fear that our philanthropic foundations 
may turn into veritable Frankensteins, 
calling for eventual control by legisla- 
tion analogous to the Statutes of Mort- 
main which, centuries ago, were deemed 
hecessary in order to prevent all Eng- 
land’s wealth from passing into the 
hands of the church. He cites, in this 
connection, the growing control of in- 
dustry by pension and _ profit-sharing 
trusts, insurance companies, labor unions 
and the foundations. 

Foundations are classified into three 


gene: 1] categories: those which are pure- 
ly gr iting foundations, those which use 
their oney for their own research, and 
those which might be termed “inter- 
medi: ies,” “clearing houses” or “re- 
tailer.’ for other foundations. The ex- 
tent > which some 7,000 of such tax- 
exen creatures may affect the intel- 
lectv. and social life of the nation — 
JuLy 1958 


the extent to which they may be pene- 
trated by Marxist, communist and sotial- 
ist philosophies — their use for “scien- 
tism,” political activities, business pur- 
poses, and the helplessness of the citi- 
zen, are among the considerations which 
were the subject of study by the Reece 
Committee, and led to this revealing re- 
port by Mr. Wormser. 

The Ford Foundation, “Garganuta of 
Philanthropy,” is the subject of an en- 
tire chapter. In others, the author treats 
of the part played by foundations in edu- 
cation, foreign policy, social science, 
politics, and the other fields noted above. 
A preface by Committee Chairman 
Reece, and the author’s introduction con- 
tain some very dramatic and enlighten- 
ing comments. Appendices set forth ex- 
cerpts from testimony before the com- 
mittee, as well as its findings and rec- 
ommendations, a story of its operations 
and the general counsel’s report. 


Even a cursory perusal of this book 
will suffice to give the reader an over- 
whelming sense of the enormous power 
and the tremendous public issues pre- 
sented by the existence and activities of 
these tax-exempt institutions. 


Proceedings — Vol. VII 


Conference of Actuaries in Public Practice, 10 
S. LaSalle St., Chicago 3 (416 pp.) 


The proceedings of the seventh annual 
Conference of Actuaries in Public Prac- 
tice, reprinted in full here, included 
papers on such subjects as “Practical 
Problems of Insurers,” “Proposed New 
Mortality Table X,” “Social Security,” 
“Retirement for the Self Employed” and 
many others on pension funds. 


Tax Planning & Fee Setting for Profit- 
able Law Practice 

JACKSON L. BOUGHNER. The Journal of 

Taxation, Inc., 147 E. 50th St., New York 22 

(106 pp. $8.) 

Mr. Boughner’s manual explains, for 
the benefit of attorneys, how fees should 
be set, how to charge, how to bill, and 
how the current tax law applies to the 
practicing lawyer. His book, in loose- 
leaf format designed for periodical sup- 
plementation, contains charts and sys- 
tems for record keeping and accounting, 
as well as a discussion of tax cases. The 
author combines the training and ex- 
perience of a certified public accountant 
and practicing attorney and promises, 
in his preface, that if the reader will 
supply the clients the book will make him 
wealthy. 


Estate Planning Manual 


Foundation for Tax and Estate Planning, 541 

Boylston St., Boston 16 (95 pp.). 

An innovation of this year’s “Estate 
Planning Manual” is a “Trust Chart,” 
a center-fold insert, to clarify the possi- 
ble uses of trusts in any particular estate 


plan. It also contains schedules which 
will be useful as a guide in ascertaining 
taxable estate property assets, and a 
topical index is added. The topics in- 
clude an introductory discussion of how 
estates are created, economic factors 
and other pertinent matters; one item 
here being entitled “Foresight or Luck.” 
There is a chapter on tax considerations, 
one on “The Present Estate;” one cover- 
ing such basic considerations as the will, 
joint tenancies, and life insurance; and 
one on trust devices. Related matters, 
such as social security, retirement plans 
and outright gifts are also discussed. 
The information is well put together. 
The Manual is one of those made avail- 
able without charge by the publishers to 
those who subscribe to their “Journal of 
Tax and Estate Planning,” a monthly 
publication. 


ARTICLES 


Emergency Deviation from Terms of 

Trust 

MERRILL TRADER. Washington and Lee 

Law Review, Spring, 1958 (Lexington, Va.; 

$1.75). 

In a recent California case (Stanton 
v. Wells Fargo Bank & Union Trust Co.) 
the court applied the well known rule 
that a deviation from the express pro- 
visions of a trust instrument will not be 
permitted unless the trust res itself is 
threatened with destruction. Many bene- 
ficiaries, faced with reduced income in 
changing economic conditions, petition 
the courts for a loosening of trust re- 
strictions on investments — but gener- 
ally such petitions are denied unless a 
very clear emergency calls for such ac- 
tion. 


Estate Planning for the Common Dis- 
aster 


Boston University Law Review, 


Spring 1958 
(11 Ashburton Pl.; $1.25). 


This note reviews the various factual 
situations to be considered in drafting 
estate plans where there may be a fail- 
ure of survivorship of the testator’s 
prime beneficiary due to death in a com- 
mon accident or disaster. Several will 
clauses generally used in these cases are 
briefly noted. 


“Best Interests” 
Trustee Action 


as a Standard for 


AUSTIN FLEMING. Illinois Bar Journal, May 
1958 (424 So. Second St., Springfield; $1.). 


Mr. Fleming, in his capacity as counsel 
to Northern Trust Co., Chicago, has 
ample opportunity to review testamentary 
and trust provisions, He makes the inter- 
esting observation that the time-hon- 
ored standards for the payment of in- 
come — such as the beneficiary’s “need,” 
or “support,” are more and more fre- 
quently being replaced by the “best in- 
terests” rule as a guide. Many cases in 
point are cited. 
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Corporate Buy-Sell Agreements: Tax 

Problems in Drafting 

RICHARD LLOYD STRECKER. Washington 

and Lee Law Review, Spring, 1958 (Lexing- 

ton, Va.; $1.75). 

Until there is a final determination of 
some of the unanswered tax questions af- 
fecting the classic “corporation-life-in- 
surance-funded redemption plan,” Pro- 
fessor Strecker believés those who must 
draft arrangements designed to “keep a 
close corporation close” should use alter- 
native devices. Some of these are out- 
lined here. 


Booby Traps in Drafting Wills 


RAYMOND B. WITT, JR. Tennessee Law Re- 
view, Spring, 1958 (1505 W. Cumberland Ave., 
Knoxville, Tenn.; $1.50). 


The drafting of the first “Last Will 
and Testament” of a client involves so 
many new and complex problems that he 
may postpone indefinitely the making of 
his will. Not the least of the problems 
is the natural aversion to thoughts of 
death — often creating a “psychological 
block” which makes it difficult for the 
attorney to obtain accurate information. 
Suggestions for handling the situation 
include the advice that “an incomplete 
will is better than no will at all.” 


The Final Return of a Deceased Tax- 
payer 

JAMES W. ASHLEY. Illinois Bar Journal, 

May, 1958 (424 So. Second St., Springfield; 

$1.). 

It behooves the representative of a 
deceased taxpayer to take more than a 
cursory look at the decedent’s books and 
records, declares Mr. Ashley. He men- 
tions many important steps to be taken 
and decisions to be made for an orderly 
compliance with the Code’s requirements 
in preparing and filing a final return. 


Short Term Reversionary Trusts and 

Life Insurance 

ERNEST WOODWARD. Life Association 

News, June, 1958 (1800 H. St., Washington 6, 

D. C.; 35¢). 

This author demonstrates how tax 
savings may be effected under the 1954 
Code by using income from a _ short 
term trust to purchase a 10-pay life in- 





L. Burwell Gunn, vice 
president and trust offi- 
cer (left) and J. Harvie 
Wilkinson, Jr., president, 
displaying the Virginia 
Foundation for Independ- 
ent Colleges placque re- 
ceived by State-Planters 
Bank of Commerce & 
Trusts, Richmond, for be- 
ing one of 12 donors 
with a record of five con- 
secutive annual contribu- 
tions. First & Merchants 
National Bank, Rich- 
mond, received a similar 
placque. 








surance policy on the life of someone 
other than the settlor of the trust — 
the proceeds of the policy being desig- 
nated for the beneficiary’s use, and the 
principal of the trust reverting intact 
to the grantor at the termination of the 
trust period. Among the caveats, are the 
notation that the state of this law is as 
yet undeveloped in court decisions; and 
that the settlor should be in high tax 
brackets — and be able to forego the use 
of his money for the term of the trust. 


Illegal Trusts: The Resulting Trust 

Problem 

Virginia Law Review, May, 1958 (Charlottes- 

ville; $2.). 

Cases are noted here in which varying 
degrees of moral turpitude and fraud 
have moved the courts to impose a re- 
sulting trust on property illegally ob- 
tained by malefactors. 


How Transferee Liability Affects Life 
Insurance Proceeds 


STANLEY P. WAGMAN. Taxes, June, 1958 
(4025 W. Peterson Ave., Chicago 30; 75¢). 


A trend toward the eventual corner- 
ing of life insurance proceeds, to satisfy 
the unpaid claims of an _ important 
creditor — the Commissioner of Tax- 
ation — is being noted in tax literature. 
In this studious article Mr. Wagman 
analyzes the legal problems and ex- 
presses the opinion that a possible solu- 
tion would be legislation limiting the 
government’s recovery to the cash sur- 
render value of the policy — at least 
where the beneficiaries are widows and 
ophans. 


The Power of a Trustee to Execute 
Oil and Gas Leases 


Indiana Law Journal, Winter, 1958 (Blooming- 
ton, Ind.; $1.50). 


A thorny problem confronts the trus- 
tee who wishes to execute an oil and gas 


“lease” — where his powers fail to in- 
clude any mention of oil and gas as 
such — and even though he is author- 


ized “to sell or lease.” This note points 
out that there are many anomalies in 
oil and gas leases. They do not conform 
to landlord and tenant rules. They in- 
volve the taking of part of the res. These 














and other specific problems are sum- 
marized. 
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Administration of Louisiana. Estates 
as Affected by Federal Tax Consid- 
erations 







MAUNSEL W. HICKEY. Tulane Law Review, 
April, 1958 (New Orleans, 18; $2.50). 






The provisions of Louisiana law goy- 
erning the administration of estates are 
analyzed with respect to the impact of 
federal taxes. Such questions as alloca- 
tion of income between decedent and 
estate; the treatment of funeral and ad- 
ministration expenses, debts, deprecia- 
tion, taxes, etc., and the liability of sur- 
viving spouse, fiduciary, distributees and 
the estate for these and other items, are 
set forth with illustrative charts. 















Legal Problems Created by Forma- 
tion and Operation of Investment 
Clubs 
University of Pennsylvania Law Review, April, 


1958 (3400 Chestnut St., Philadelphia 4; 
$1.25). 










The phenomenal growth of investment 
clubs since World War II has led the 
University of Pennsylvania Law Review 
to undertake and present this extensive 
and valuable study (comprising ninety 
pages of this issue). This is done in an 
attempt, as stated in an introductory 
paragraph, “to crystallize the legal is- 
sues and, where possible, to suggest 
tentative solutions.” 

The effect of federal and state regula- 
tion of securities, and of proposed legis- 
lation in this field, is given very thor- 
ough discussion. So, too, the impact of 
federal and local tax legislation is 
treated as of great importance. The role 
of the investment club’s attorney, the 
relations of the club with third persons 
and the rights and obligations of the 
individual members of the investment 
club are also carefully examined and 
clearly described. 

This treatise is undoubtedly a land 
mark in the field and will be welcomed 
by securities dealers, lawyers and others 
interested in the organization, manage- 
ment and functioning of investment 
clubs, as well as those seeking enlighten- 
ment concerning some of the social and 
economic side-effects on the life of ou 
community. 































Right of Election of Surviving Spouse 
Under Section 18 of Decedent Es- 
tate Law 








LOUIS PRASHKER, JOSEPH A. COX. 
JAMES A. VAUGHN, MALCOLM WILSON, 
PAUL POWERS, JOSEPH D. GARLAND 
St. John’s Law Review, May, 1958 (96 Scher: 
merhorn St., Brooklyn 1, N. Y.; $1.25). 









This is a symposium on New York’ 
law as to the right of a surviving spouse 
to take an intestate share rather than 
the share provided by decedent’s will: 
The panel of authors comprises noted 
authorities in the field, headed by New 
York County Surrogate Joseph A. Cox. 
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TRUST PROMOTION TAKES 
TO THEATER 


Chase Manhattan Bank’s off-Broad- 
way production of “The Egg and Wil- 
son” at the Towers Hotel in Brooklyn on 
May 14 posted a new high in trust pro- 
motion history. The three act dramati- 
zation of personal trust services pre- 
sented by members of the Trust Depart- 
ment was enthusiastically received by 
the audience of some 250 branch man- 
agers. The play demonstrated how trust 
contributed to the career of 
“Paul Wilson,” a mythical but typical 
branch customer. 

Written by Ed O’Toole of the Public 
Relations Department, and directed by 
Norman Ashton of the Personnel Ad- 
ministration training staff, the play pre- 
sented Mr. Wilson at three stages of his 
life. In the first scene he had just gradu- 
ated from college and was starting on a 
new job with I.B.M. Paul knew that his 
late father had made arrangements with 
the bank that provided for Paul’s edu- 
cation and his mother. He wanted to ask 
the bank just how it worked. 

In the second scene, Paul has returned 
from service in World War II. He is now 
married and instead of returning to 
I.B.M. wants to start his own business. 
How to finance it is the question, in- 
volving the effect such a program would 
have on his mother’s support. 


services 


The last scene shows Paul as a ma- 
ture and successful man who has called 
to plan for his children and his wife. He 
thinks he might duplicate what his father 
did for him, but the bank shows him a 
still better way. 

After each scene, Harry M. Lyter. 
personal trust officer, explained to the 
audience the trust services involved in 
the preceding episode of the drama. In 
the course of the evening, the functions 
of estate planning, executorship, custo- 
dy, investment management and trustee- 
ship were demonstrated and discussed. 

Commendation is due to the actors 
and producers of the play. It had none 
of the flubbed lines and awkward pauses 
80 often associated with amateur pro- 
ductions, but moved smoothly forward 
mm every scene. Author Ed O’Toole in- 
cluded just enough comedy to keep the 
audience in a genial mood. 

The title of “The Egg and Wilson” 
affords a tie-in with Chase Manhattan’s 
trust \dlvertising theme of the Nest Egg. 
This . ampaign began in 1953, inspired 
by Edgar Scott’s book “How to Lay a 
Nest ge.” In fact, Mr. Scott wrote the 
initial ads which met with immediate 
Success. Since then the bank has been 
tunniig four color photographs of a 3- 
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Final tableau and members of cast of Chase Manhattan Bank’s play, “The Egg and Wilson,” 

which dramatized trust services. The actors are all members of the bank’s staff. The 

egg-shaped cardboard reads, “Former occupant of this space has been taken into custody 
by The Chase Manhattan Bank.” 


foot-high giant nest egg chained to its 
owner, who is always shown in a nat- 
ural and relaxing setting (vacation 
travel, fishing, following a hobby, etc.). 
The standard caption is “For a better 
way to take care of your nest egg, talk 
to the people at Chase Manhattan.” The 
text of the ad has varied with the par- 
ticular picture. 

Color reproductions of some of the 
ads have been published in a booklet en- 
titled “A Picture Book of People with 
Nest Eggs” that tells the reader “The 
pleasant hours you spend puttering with 
small pleasures that yield so much should 
not be disturbed or infringed upon by 
investment details left to Chase Manhat- 
tan.” Placing stress on showing believ- 
able people in believable situations, the 
ad series has not used models but has 
photographed actual business and pro- 
fessional men, millionaires and others. 
The response has been highly gratifying 
both in new business and in recognition 
among advertising circles. 

After the closing scene of the May 14 
play, and the narrator’s commentary 
thereon, the curtains were drawn once 


more to reveal a life size tableau of the 
most recent nest egg ad — same nest 
egg, same man, some model boat he is 
building that are pictured in the ad. 
The egg rests in a pile of straw on a 
chair directly behind its owner. As the 
audience applauded the perfection of 
the tableau, a bank officer strode down 
the aisle, on to the stage and without a 
word unlocked the chain, removed the 
egg, and carried it off with him, leaving 
behind an egg-shaped white carboard. 
After his departure, the egg owner in the 
tableau moved just enough to turn the 
cardboard around. The reverse side was 
lettered “Former occupant of this space 
has been taken into custody by the Chase 
Manhattan Bank” 

This would have been enough for a 
successful evening, but the notices had 
promised “at least one surprise.” Now 
it came. Everyone in the audience was 
presented with a dozen white eggs (real 
ones) whose box container was wrapped 
in an envelope labeled “Nest Eggs from 


Chase Manhattan.” No branch officer 


would forget that meeting nor would 
his family fail to talk about it. 





P is A a ee ee ee ee ee er ee eRe Teer rr aes ih 
/ \ 
J | 
© Complete, modern facil- 
| ee ‘ 

! ities to we ba growing aWire I n a j ana ! 
need of individuals and : 
| businesses for experienced N ationa | Ban k ; 
trust counsel. 
Member F.D.1.C. J 
1 3 VIRGINIA AVENUE + INDIANAPOLIS ; 

/ 

N 4 








Newspaper Advertising 


“His future is planned . . . have you 
planned your own?” asks Fidelity Bank 
& Trust Co., Indianapolis, giving a new 
twist to the customary scene of the 
parents congratulating the June gradu- 
ate. The message relates to estate plan- 
ning and tells the reader that consulta- 
tion with the bank’s specialists in this 
field may “well be one of the most re- 
warding inquiries you've ever made.” 


“You can turn the tide for his fu- 
ture .. .” observes an ad of Crocker- 
Anglo National Bank, San Francisco, 
that displays a child on the beach — 
“Young builder of castles . . . dreamer 
of dreams . . . his work swept away by 
the waves and the wind.” The text dis- 
cusses “his tomorrow” and notes that 
“Thoughtful grandparents and parents 
protect their ‘builders’ of the future 
through the use of trust funds.” 


“Estates have a way of evaporating, 
too...” remarks a Fort Worth National 
Bank ad beneath a picture of a steaming 
kettle. The text points out the importance 
of having a will drawn by an attorney. 


“Where money is the issue facts are 
the essence” advises an ad of Merchants 
National Bank & Trust Co., Indianapo- 
lis. The pile of coins and bills in the 
upper left corner attracts the eye of the 
inevitably acquisitive reader who then 
discovers that the ad deals primarily 
with the importance of his accountant. 


“Recognize this arithmetic?” asks a 
booklet from Security Trust Co., Miami. 


ON THE PUBLICITY FRONT 









The “arithmetic” is represented by sev- 
eral pages of tax forms in this almost 
frightening publication. An estate tax 
return is said to be “the simplest part of 
administering an estate,” and to prove 
it a list of 43 duties of an executor is 
given. “In the horse and buggy days 
anyone could wind up an estate, but not 
today. There’s practically no such thing 
as a simple estate .. .” 

“Squaring the family circle” is the 
phrase used by Oak Park (Ill.) Trust & 
Savings Bank to describe what the trust 
department can do in handling the fam- 
ily affairs when Dad, whom “no one 
could really replace,” is no longer there. 
The reader is advised that “you don’t 
have to be a wealthy man to safeguard 
your family’s future in this way. Just be 
a wise enough man to stop in... our 
Trust Department.” 

The “Knights of the Round Table” in 
a recent ad of First National Bank, At- 
lanta, are the city’s “46 Super Salesmen 
of Protection.” They are the members of 


the life underwriters’ “Million Dollar 
Round Table.” Publication of the ad 


coincided with the bank’s fourth annual 
luncheon honoring the Round Table. 
Only a few “knights” are pictured at the 
table, but the names of all 46 are listed 
at the bottom of the ad. The text is a 
salute to the men and women who at- 
tained this honor as “top life under- 
writers.” 

“Ways to keep your estate from melt- 
ing away” are listed in a recent ad of 
Commerce Union Bank, Nashville. These 
are: providing enough cash (which may 








Knights of the Round Cable 





Heading for First National Bank of Atlanta’s ad paying 
tribute to Million Dollar Round Table members. 
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receive 





It isn’t what 
you leave... 







Illustration on back cover of 
Crown Trust Co. booklet. 










mean purchasing more life insurance) ; 
naming a qualified executor and trustee: 
consider how to effect savings; and dis. 
cuss the possible advantages of a life in- 
surance trust. “Today is none too soon,” 
the ad points out, to take these “im- 
portant steps.” Life insurance men re- 
ceived reprints of the ad with a covering 
letter. 


Booklets 


“Who’s Who at Montclair (N. J.) No 
tional Bank & Trust Co.”—a brochure 
of current advertisements in local papers 
to acquaint the public with members of 
the staff and the services they render. 
includes a trust department page with 
the caption, “Your Family is Their Busi. 
ness.” Officers of the department ar 
pictured and the description of the de. 
partment’s work includes the comment 
that these officers are “in reality famil 
counselors, always available for advice 

























and assistance.” 





“A wife’s three questions about her 
husband’s will” are answered in the cur- 
rent issue of the Crown Trust (Toronto) 
Digest. The questions are: Why is m 
share of the estate left in trust, instead 
of to me outright? Why was it necessar\ 
to take out $35.000 additional life in 
surance that is not left to me but to you 
estate? Just where will the money to pa 
my bills and extra expenses come from: 
The booklet gives the “husband's ar: 
swer” and the “husband’s reasons” i! 











layman’s language. 





Among busy people who “wish the! 
were twins” there are some people whi 
always seem to have time available fo 
numerous important matters, according 
to a recent letter to customers ant 
friends from Second Bank-State Stree 
Trust Co., Boston. “We _ believe tha 
people who use our Agency Service finé 
more time for outside or non-busine* 
activities,” the letter states, The insid 
pages of this folder describe tailor-matt 
agency services under the heading “Yo! 
Tell Us.” 

The executor’s “know-how” aid it 
importance are discussed in the Ma! 
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Journal of Union & New Haven Trust 
Co. with the apt introduction of the 
workman who itemized his bill as one 
dol.ar for tapping and $24 for know- 
ing where to tap. The Journal comments 
thai repair men do not have their bills 
approved by some supervisory agency, 
but the executor’s charges in Connecti- 
cut must be approved by the probate 
court. No complaint was implied, but 
the contrast between fiduciary payments 
and commercial transactions is noted 
with particular reference to the skill re- 
quired of a modern executor. The basic 
procedure for settling an estate is de- 
scribed and the reader is asked if he 
would like to undertake the task in addi- 
tion to his regular work, or if he would 
want to impose it on a wife or friend 
inexperienced in this field. 


A unique approach to educating the 
public about trust services has been 
put in operation by the Bank of Madi- 
son, Wis. A series of three-color folders, 
which fit easily in envelope, purse or 
pocket, respectively describe through 
captioned pen-and-ink sketches the ad- 
vantages of the various services. Topics 
covered include custodianship, invest- 
ment management, living trusts, estate 
planning, testamentary trusts, an execu- 
tor’s duties, and a good executor’s quali- 
ties. Other folders discuss what is a 
will, how to make a will, intestacy, keep- 
ing a will current, and “how your wife 
will manage when you are gone” which 
leads to appointing the bank executor. 
The folders were distributed as en- 
closures with statements, safe deposit 
hox renewal notices, commercial and 


what is a 


TRUST UNDER WILL ? 


Cove 


f booklet issued by Bank of Madison. 
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Illustration in New York Trust Co. ad analogizing baseball team’s co-ordination to 
banking and trustee functions. 





personal note renewal notices, and trust 
promotional correspondence. Lobby 
counter cards were made from enlarge- 
ments of the cover pages. The leaflets 
have not only proven to be effective ad- 
vertising, but also have improved rela- 
tions with the bar association. 


Of the 53 banks which have distrib- 
uted to lawyers in their respective com- 
munities copies of our book “Standard 
Clauses for Wills,” one has had such an 
outstanding experience that it is worth 
recounting here. Following is the letter 
which vice president Lon Stark of Se- 
curity National Bank Savings and Trust 
Co., St. Louis sent to 1,642 attorneys in 
its area: 

One of the most useful new books 
in the estate field that we have seen 


in many years is Ralph Neuhoff’s 
“Standard Clauses For Wills,” just 


published, 
Mr. Neuhoff, of course, is well 
known here in St. Louis. Those of 


you who are familiar with his precise 
and exhaustive studies will not be 
svrprised to find that his “Standard 
Clauses For Wills” is the finest work 
available on this subject. 

We are proud, therefore, to offer 
the book to members of the Bar Asso- 
ciation. A copy is yours for the ask- 
ing, without any obligation whatever. 
Just fill in and send back to us the 
enclosed card. 

We are doing this as a token of 
our appreciation of the cooperation 
and friendly relationship that have 
existed for many years between our 
lawyer friends and our Trust Divi- 
sion. This cooperation in estate mat- 
ters, we sincerely hope, will always 
continue. Come in to see us when you 
are in the neghborhood. You are al- 
ways welcome. 


The original quantity of 1,000 books 


was almost immediately exhausted and 


a rush re-order of an additional 250 was 
necessary. These too are now gone and 
a further supply of 250 has been pur- 
chased. Thus the response has exceeded 
75% of the mailing list. 


Here is the letter which accompanied 


the book: 


Enclosed is your copy of Ralph 
Neuhoff’s new _ book, “Standard 
Clauses For Wills,’ compliments of 
our Trust Division. We know you will 
find this fine work a time-saver in 
your estate work. 

If our services as executor and 
trustee of estates would be useful to 
you or your clients at any time, please 
let us hear from you. We shall be 
glad to cooperate in any way. 


Scores of letters of appreciation and 
compliment came to the bank from law- 
yers who received the book. The end of 
this story lies in the apparently tremen- 
dous good will which the bank has en- 
gendered among the members of the Bar 
and the potential 
therefrom. 


business resulting 


Promoting New 
Trust Department 

A two-page newspaper spread, a spe- 
cial issue of a customer newsletter, a 
question-and-answer brochure and a 
a series of letters to attorneys ushered in 
the newly formed trust department at 
Ann Arbor (Mich.) Bank. The series of 
letters, over the signature of Paul R. 
Kempf, head of the new department and 
chairman of the bank’s executive com- 
mittee, told every attorney in the county 
of the formation of the department. 
The number of inquiries and of actual 
trust programs established at the bank 
during the following two weeks testified 
to the success of the campaign. 
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INCOME TAX 


Income tax lien attaches to cash sur- 
render value of life insurance under New 
Jersey law. At time of his death, de- 
cedent owed income taxes for several 
years. His wife was beneficiary of eight 
insurance policies on his life. He had al- 
ways retained right to change benefi- 
ciary, to draw or borrow against cash 
surrender values, and to assign policies. 
None of premiums was paid in fraud of 
creditors. Estate was subsequently ad- 
judged insolvent. Commissioner proceeded 
against widow as transferee. 


HELD: Beneficiary liable to extent of 
cash surrender value of policies. Under 
state law, insured has property interest 
in cash surrender value of policy. Where 
insured refused to pay taxes on demand, 
lien in favor of United States attaches. 
It is this cash surrender value with lien 
attached which was transferred to bene- 
ficiary. Lien followed property into bene- 
ficiary’s hand and she is liable as trans- 
feree. U. S. v. Bess, Sup. Ct. Nos. 395, 
410, June 9, 1958. 


Beneficiary of life insurance not lia- 
ble as transferee under Kentucky law 
where there is no lien. Some six years 
after decedent’s death, Tax Court deter- 
mined income tax deficiency against him. 
Assets of estate were insufficient to meet 
liability, and Commissioner proceeded 
against widow, as beneficiary of his life 
insurance policies. Right to change bene- 
ficiary and to draw down cash surrender 
value of policies had been retained by 
decedent at death. Decedent had never 
been insolvent, Furthermore, there were 
no findings that decedent had paid any 
premiums with intent to defraud govern- 
ment. Court of Appeals held transferee 
was not liable. 

HELD: Affirmed. Under Section 311 
of 1954 Code, providing for enforcement 
of transferee liability, remedy is pro- 
cedural. It does not define substantive 
liability. This must be determined under 
appropriate state law. Under Kentucky 
law, beneficiary of life insurance policy 
is not liable to creditors. Although state 
law cannot destroy tax lien which at- 
taches in taxpayer’s lifetime, here no 
lien had attached. Thus, since there is 
no liability under Kentucky law, bene- 
ficiary of life insurance is not liable as 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


transferee. Comm. v. Stern, Sup. Ct. 


No. 311, June 9, 1958. 


Trustees held bona fide limited part- 
ners. Limited partners transferred part 
of their interest in partnership to trus- 
tees for benefit of members of their fam- 
ilies. Limited partners had contributed 
capital but no services to partnership. 
Gifts were absolute and unconditional. 
District Court held that trustees were 
bona fide members of partnership and 
were entitled to tax recognition as part- 
ners. 


HELD: Affirmed. Whether or not trus- 
tee is bona fide partner is question of 
fact to be determined from all circum- 
stances. District Court had here found 
that facts warranted trustees’ recogni- 
tion as partners. There was no clear 
error in such finding. Dickstein v. Mc- 
Donald, 3rd Cir., May 29, 1958. 


Life tenant entitled to full deduction 
for casualty loss. Taxpayer inherited 
legal life estate in residence from her 
husband. Will contained direction that 
she was not impeachable for waste. Up- 
on her death, property was to be sold 
and proceeds distributed to certain 
named beneficiaries. Property was severe- 
ly damaged by hurricane. Tax Court ap- 
portioned loss between life tenant and 
remainderman by use of actuarial tables 
of estate tax regulations. 

HELD: For taxpayer. Entire loss is 
deductible by life tenant. Property was 
non-income producing and entire burden 
of destruction fell upon life tenant. 
Court rejected theory of apportionment 
on ground that there was no trust fund 
which required preservation for eventual 
remaindermen. Bliss v. Comm., 9th Cir., 
June 13, 1958. 


Transferee liability attaches to trust 
for minor child. In anticipation of di- 
vorce, taxpayer executed settlement 
agreement with wife. Under agreement 
wife was to receive twenty-five per cent 
of husband’s earnings, half of which 
was to be placed in trust for their minor 
child. Two trusts were subsequently 
created. At time trusts were created, hus- 
band owed substantial tax deficiencies 
and he was insolvent. Commissioner de- 
termined transferee liability against 
trustee to extent of value of property 
transferred by grantor. 











HELD: For Commissioner. Payment of 
funds to established trusts for children 
was not supported by adequate considera- 
tion. These could not be considered to 
be in satisfaction of wife’s support 
rights. Grantor owed children legal obli- 
gation of support regardless of separa- 
tion or divorce. Since transfers were 
gratuitous, and were made at time when 
grantor was insolvent, trusts could be 
held liable as transferee. First National 
Bank of Chicago, Trustee, v. Comm., 7th 
Cir., May 22, 1958. 















ESTATE TAX 






Increase in stock value held properly 
includible in estate of life tenant. De- 
cedent had received life interest in cer- 
tain shares of stock from her husband’s 
estate. She was given absolute right to 
consume principal. Remainder was be- 
queathed to children. At time of her 
death, shares of stock were still intact 
and had, in fact, increased in value. 
Commissioner included increase in value 
in decedent’s estate. Executor contended 
that decedent was trustee for remainder- 
men and increase passed, in effect, from 
decedent’s husband to remaindermen and 
not from decedent. 


HELD: For Commissioner. Under lo- 
cal state law, life tenant with right to 
consume took debtor-creditor relation to 
remaindermen. As debtor, life tenant is 
entitled to accretion in value. Accretion, 
therefore, is includible in life tenant’s 
estate. H. M. Soars, Exrs. v. Graham, 
3rd Cir., May 21, 1958. 

































Invasion of trust principal bars de 
duction for charitable remainder. Dece- 
dent bequeathed $25,000.00 in trust, in- 
come of which was to be paid to life 
beneficiary, and remainder of which was 
to be distributed to four charities. Trus- 
tees were authorized to invade corpus 
for best interest of life beneficiary, dut- 
ing illness or emergency of any kind. 
Trust income, in fact, had to be supple 
mented by invading corpus to provide 
life beneficiary with $125.00 per month, 
amount which she was receiving from 
decedent; prior to his death. Commis 
sioner disallowed charitable deduction 
claimed for remainder interest. 


HELD: For Commissioner. Value 
remainder interest could not be deter 
mined with reasonable certainty, sinc 
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corpus could be invaded. Where value of 
charitable remainder is uncertain, deduc- 
tion is denied. Est. of H. Thompson v. 
Comm., T. C. Memo, 1958-100, May 29, 
1958. 


Trust for benefit of minors imposed on 
partnership interest. Partnership inter- 
est was purchased by decedent with pro- 
ceeds of insurance policy on life of his 
deceased spouse, of which his children 
were beneficiaries. Under Texas law, 
trust for benefit of children is imposed on 
interest so purchased, Additionally, de- 
cedent had made oral declarations of 
trust with respect to other property con- 
tributed to partnership, but continued to 
act as owner thereof in all respects. 
Commissioner included full value of part- 
nership property in decedent’s gross 
estate. 


HELD: Portion of partnership inter- 
est with insurance proceeds, together 
with subsequent accumulations thereon, 
was not includible in estate. Under Texas 
law, trust was imposed on this interest. 
Beneficiaries’ rights and interests were 
defined by state law, and decedent did 
not retain that control over trust re- 
quired to constitute him _ substantial 


owner. However, as to any additional 
portion of partnership interest on basis 
of oral declarations, decedent was owner 
thereof. Est. of J. B. Bourland v. Comm., 
T. C. Memo 1958-92, May 21, 1958. 





REVENUE RULINGS 


Gift Tax: Valuation of gifts to short- 
term trust. Donor created irrevocable, 
reversionary short-term trust. Income of 
trust was payable to individual other 
than grantor, and trust was to terminate 
ten years and six months from date of 
its creation, or upon earlier deaths of 
beneficiaries. Upon termination of trust, 
principal was to revert to grantor or 
his estate. No administrative powers 
over trust or trust property were re- 
tained by grantor. 

Service rules that value of gift is 
measured by value of property conveyed 
to trust minus ascertainable value of 
donor’s retained interest in such property 
actuarially computed. Rev. Rul. 58-242, 
I. R. B. 1958-21, p. 23. 


Income Tax: Treatment of current in- 
come and capital gains of short-term 
trusts. Taxpayer created irrevocable, re- 
versionary trust, income from which was 
payable to designated beneficiaries other 
than the grantor. Trust was to terminate 
ten years and six months after date of 
its creation, or upon earlier deaths of 
beneficiaries, at which time _ principal 
was to be paid over to grantor or his 
estate, if he were not living. No ad- 
ministrative powers over trust property 
were retained by grantor. Under law of 
state where trust was created, capital 
gains realized must be added to corpus. 






Service rules that ordinary income of 
trust is taxable to beneficiaries and not 
to grantor. Where state law requires 
that capital gains realized by trust must 
be added to corpus, grantor must include 
capital gains in his income for taxable 
year in which they were realized by 
trust. Rev. Rul. 58-242, supra. 
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Maine Trustman 


Receives LL.D. 


The honorary degree of Doctor of Laws 
was conferred last month by the Univer- 
sity of Maine on Otto H. Nelson, vice 
president in charge of the trust depart- 
ment and a director of Merrill Trust Co., 
Bangor. The citation referred to his work 
in the Trust Company since 1916; his 
holding important offices in state and 
national fiduciary associations; his ser- 
vice as trustee, director and committee 
member of many Maine organizations; 
and his sixteen years as a member of the 
University of Maine Foundation during 
many of which he was also a director of 
the corporation. 

Mr. Nelson was described as “a leading 
citizen of Bangor who has served his city 
and its citizens effectively with extreme 
modesty, and whose ability, geniality 
and sound counsel have endeared him to 
hosts of people.” 
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In light of current—and changed—market conditions, your 
plans for the immediate future might well include an in- 
vestment portfolio review. Certain adjustments made now 
in bond accounts could result in increased income after 


The Bond Department officers of The Northern Trust 
Company are experienced in the selection and purchase of 
tax-exempt and U.S. Government securities to fit the in- . 
vestment needs of individuals, trustees, and banks. They 
stand ready to assist you in the analysis and planning that 
may enable you to obtain greater benefits. 


For a review of the bond investments in your accounts, call, 
write, or wire The Northern Trust today. 
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STATE LEGISLATION affecting TRUSTS and ESTATES’ 


GEORGIA 


S.B. 32: Provides for appointment of 
testamentary guardian by either par- 
ent; prescribes notice and service of 
application for appointment of guardian; 
alters provision respecting guardian’s 
bonds and permits ordinary to authorize 
reduction of same; permits guardian to 
make disbursements for support of 
ward’s dependents; amends procedure for 
guardian’s sale, including leasing, ex- 
changing and encumbrancing; permits 
erection of dwelling or addition, repairs 
or renovation to existing dwellings on 
property of ward; provides for continu- 
ance, discontinuance or liquidation of 
ward’s business; provides ordinary may 
pass upon application by guardian to 
invest in land; permits guardian to 
borrow money for renovation of ward’s 
property and other purposes; judgment 
against guardian and surety on his bond 
may be levied on any property of surety 
without return of nulla bona as to prin- 
cipal; permits guardian to include cost 
of bond premium as expenses; prohibits 
guardian from using ward’s funds for 
guardian’s personal use; changes pro- 
visions as to discharge or resignation of 
guardian; provides for transfer of prop- 
erty of non-resident ward, and pro- 
cedure connected therewith; requires 
guardian to file inventory of ward’s 
estate, in same manner as required of 
administrators; repeals law as to public 
renting of ward’s land. 

S.B. 226: Provides that ordinary shall 
maintain facilities for filing of wills by 
persons still in life. 

S.B. 37: Establishes procedure for ad- 
judicating identity of persons entitled to 
take under laws of descent and distri- 
bution. 


KENTUCKY 
Ch. 77: Adopts Uniform Commercial 
Code, effective July 1, 1960. 


*Fourth installment. 


MICHIGAN 


Act 103: Adds to Uniform Veterans’ 
Guardianship Act section providing for 
resignation of corporate guardians and 
fiduciaries, and appointment of succes- 
sors. 


MISSISSIPPI 


H.B. 301: Adopts Uniform Gifts to 
Minors Act. 

S.B. 1825: Amends Sec. 1233 to au- 
thorize reduction or cancellation of fidu- 
ciary’s bond. 


NEW JERSEY 


Ch. 19: Amends Ch. 139, Laws of 
1955, to permit custodians of gifts to 
minors to hold funds in insured savings 
and loan associations. 


RHODE ISLAND 


Ch. 101: Permits securities held by 
corporate fiduciary to be registered in 
name of nominee. 


SouTH CAROLINA 


Act 818: Amends §65-553, relating to 
estate tax, to require legal representative 
of resident decedent to file with Tax 
Commission duplicate of return filed with 
federal tax authorities, and requiring 
legal representative of non-resident de- 
cedent owning property in state and 
whose estate is subject to federal estate 
tax to file duplicate of return filed with 
federal tax authorities; and providing 
method of computation of estate tax in 
case of non-residents. 

Act 817: Amends §65-464 by treating 
transfers to persons related by blood or 
marriage, within three years prior to 
death of transferor, and without ade- 
quate valuable consideration, as only 
prima facie having been made in con- 
templation of death. 

Act 894: Permits legal representative, 
on approval of Probate Judge, to file 
first return 11 months from date of ap- 
pointment and subsequent returns every 
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12 months thereafter, instead of firs: 5 
months’ return and subsequent 6 monins’ 
return as required by §19-531. 


VIRGINIA 


Ch. 5: Amends Sec. 64-25 providing 
how curtesy may be assigned. 

Ch. 19: Amends Sec, 6-185 to provide 
that any corporation except bank, trust 
company or industrial loan association 
may invest in shares in any building and 
loan association of this state and in 
shares of any federal savings and loan 
association. 

Ch. 20: Amends Sec. 6-183 to provide 
that when shares in any building and 
loan association are issued to any per- 
son in trust for another, without further 
notice of terms of trust, in event of 
death of trustee payment may be made 
to person for whom shares were issued 
if 18 years of age or over, or to guar- 
dian if under 18 years of age, and that 
provision of this section shall apply to 
federal savings and loan associations. 

Ch. 271: Amends Sec. 8-703.1 to in- 
clude an exchange in various disposi- 
tions which may be made by court of 
interest in property held for life with 
remainder or upon other limitations, 

Ch. 392: Provides that person may 
lodge for safekeepving with Clerk of court 
having jurisdiction of his residence his 
will which shall be held in a sealed en- 
velope, numbered and dated the date of 
deposit and shall be delivered to the 
testator on his request in writing or up- 
on testator’s death to person entitled 
to offer it for probate, provided judge 
shall have entered order authorizing use 
of Clerk’s office for such purpose. 

Ch. 558: Amends Sec. 64-139, validat- 
ing conveyance of real estate made prior 
to June 1, 1958 by foreign executor pro- 
vided authenticated copy of will has 
been admitted to probate and will was 
executed as valid will in this State and 
confers upon executor power to convey 
real estate so conveyed. 


A A A 


CITY COLLEGE OFFERS ESTATE PLANNING 
COURSE 























A graduate course in “Estate Plan- 
ning” will be offered for the first time 
this fall by the departments of ac 
countancy and law at City College's 
Baruch School. The course will cover 
life insurance, trusts, specific legacies, 
protection of a going business, and estate 
and gift taxes. 

The fourteen-week course will 
Tuesday evenings from 8:45 to 10:25 
P.M. beginning September 23. Mail regis 
tration will be accepted from Aug”st 15 
to September 5, by writing to the Eve 
ning Session Office, CCNY | aruch 
School, 17 Lexington Avenue, New York 
20. N.Y. 
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Two American men of letters whose 
fame began in the nineteen twenties, and 
who died recently within a month of 
each other, subscribed wills of standard 
legal language containing provisions for 
the disposition of rights in their books 
and manuscripts and appointing a cor- 
porate executor and trustee. 


JAMES BRANCH CABELL, remembered 
as the author of the roistering novel 
“Jurgen,” left an estate valued at $200,- 
000 and appointed his brother and the 
First and Merchants National Bank of 
Richmond, Va., as his executors and 
trustees. After bequeathing all personal 
belongings to his brother and pecuniary 
legacies to his servants, Mr. Cabell pro- 
vided that his wife should receive out- 
right all his tangible personal property, 
real estate and copyrights and_ two- 
thirds of his intangible and other prop- 
erty. The residuary estate is left in trust, 
with income, and so much of principal 
as the trustees shall deem necessary, to 
be applied toward the support, main- 
tenance and comfort of Mrs. Cabell and 
ason in such proportions as the trustees 
consider advisable. If the son prede- 
ceases Mrs. Cabell, the trust fund goes to 




















lidat- 
prior 
r pro- 
| has 
‘1 was 
e and 
‘onvey 


NNING 


Plan- 
t time 
of ac: 
sllege’s 
cover 
gacies, 
estate 


| meet 
10:25 

} regis: 
rst 15 
Eve- 

F aruch 
x York 


‘© TATES 




















































































: ~~ “ee 





“Her ic” sized statue of Lincoln dedicated 
May 25 in Roger Williams Park, Provi- 


dene. pursuant to the will of Henry W. 
Hary Harvey, local manufacturer who 
died n 1921, set up a $30,000 trust fund, 
with industrial National Bank of Provi- 
dene: as trustee, which was to be used, 
after death of the immediate beneficiary, 
0 ei ot the memorial in honor of his wife 


anc to perpetuate Lincoln’s memory. 
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her unconditionally, but if he survives 
her and then dies, the principal passes 
one-half to a nephew and the other to 
the then survivors of named relatives of 
his wife. The will provides that only the 
corporate fiduciary is to receive com- 
pensation at the rate of 5% on gross in- 
come annually and 5% on the first 
$50,000, 4% on the next $50,000 and 3% 
on the balance of the corpus of the estate, 
but no commission is payable to the 
trustee on any principal on which com- 
pensation was paid to it as executor. 


The New York drama critic, GEORGE 
JEAN NATHAN, who frequently published 
Cabell’s works in the original American 
Mercury when he and the late H. L. 
Mencken were editors of that magazine, 
established a trust of his residuary es- 
tate whose income is to be used for the 
“George Jean Nathan Drama Criticism 
Award,” to be annually bestowed upon 
“the American who has written the best 
piece of drama criticism during the year 
whether it is an article, an essay, treatise 
or book.” The candidate for this award 
is to be chosen by majority vote of the 
heads of the English Departments of 
Cornell, Princeton and Yale Universities 
(others being named as_ substitutes 
should any of the foregoing not wish to 


serve and Cornell being chosen to re- 
ceive the whole fund for the same pur- 
poses in the event the trust should fail 
for any reason). 

Mr. Nathan left his entire library, in- 
cluding his own manuscripts and notes 
and the manuscripts and letters of other 
authors and playwrights, to Cornell Uni- 
versity library. He gave $3,000 to a 
church in Philadelphia, a diamond stud- 
ded watch to his friend and publisher, 
Alfred A. Knopf, and all other personal 
effects to his wife, the former actress 
Julie Haydon. The Hanover Bank of 
New York, named executor and trustee 
under Mr. Nathan’s will, was directed to 
use any moneys required, but not in ex- 
cess of $8000, to publish and advertise 
a definitive selected edition of the 
author’s works. Mr. Knopf (or his pub- 
lishing house) is named as the editor 
and publisher of this edition, with the 
right to decide what works are to be 
included therein. 

An amount equal to the maximum 
“marital deduction” is left in “Trust A” 
for the benefit of Mrs. Nathan. She is 
to receive income and such amounts of 
principal of this trust as she may in 
writing request, and the balance remain- 
ing on her death is to be added to 
“Trust B,”’ the income from which goes 
to the “George Jean Nathan Drama 
Criticism Award,” established “in the 
hope and desire to encourage and assist 
in developing the art of drama criticism 
and stimulation of intelligent playgoing.” 

A A A 

@ Trust funds under administration by 
Elder’s Trustee & Executor Co., Ade- 
laide, South Australia, as of March 31, 
1958, reached the all-time high of £23,- 
401,495. New business of £4,223,086 and 
the number of new will appointments 
continued to be “highly satisfactory.” 













The first Canadian Bank in The Caribbean now offers you 


The Bank of Nova Scotia, a 
partner in West Indies trade for 
more than 125 years, recently 
established The Bank of Nova 
Scotia Trust Company (Bahamas) 
Limited with headquarters in 
Nassau. The Company provides 
a full range of trust services for 


Please direct enquiries to: 


A COMPLETE TRUST SERVICE IN THE BAHAMAS 





individuals and organizations in- . 

cluding 

e trusteeship of settlements 

e administration of estates and 
executorship of wills 

® management services for hold- 

ing companies, pension funds 

and financial corporations. 


E. L. Hammond, Managing Director, The Bank of Nova Scotia 


Trust Company (Bahamas) Limited, Nassau, Bahamas 


or to: New York, 37 Wall Street; Chicago, Board of Trade Bldg.; 


Toronto, 44 King St. West. 


The BANK of NOVA SCOTIA 
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ACCOUNTING — Court — Requisite 
Proof on Settlement of Trustee’s 
Accounts 


Kentucky—cCourt of Appeals 
Hill v. Roberts, 311 S.W. 2d 659. 


Will bequeathed property to Roberts 
as trustee, to be held for the benefit of 
Scobie, a mental incompetent, for life 
with remainder to Hill. Roberts, having 
also been named as executor, qualified 
in that capacity but at no time qualified 
as trustee. Roberts had custody of Scobie 
for the remainder of his life. After 
Scobie’s death Hill instituted a proceed- 
ing in the County Court to require an 
accounting by Roberts. Thereafter, Rob- 
erts filed with the County Court what he 
considered to be a final settlement, list- 
ing receipts and disbursements with 
which were filed cancelled checks show- 
ing each disbursement. Very few of the 
checks stated the purpose for which the 
disbursements were made. 

At the time of such filing an order 
was entered by the County Court allow- 
ing Roberts $2,700 for the care of 
Scobie, in addition to disbursements 
which had been made, and also making 
an allowance in a like sum for Roberts’ 
counsel. An affidavit was filed by Roberts 
stating that all disbursements were 
proper but giving no details. Over the 
objection of Hill, the County Court con- 
firmed the settlement, and on appeal the 
Circuit Court affirmed. 

HELD: Reversed. Roberts failed to 
sustain the burden of proof of showing 
the correctness of the settlement. The 
affidavit did not constitute legal evidence 
of the propriety of any particular pay- 
ment, While the checks constitute legal 
evidence of the amounts paid, many of 
them fail to show on their face what the 
payment was for. However, Roberts 
should be given an opportunity to pre- 
sent proof to support the validity of the 
disbursements. 


CHARITABLE TRuSTS — Appointment 
of Private Trustees is Effective to 
Bar Negroes from Girard College 


United States—Supreme Court 
Girard Estate, decided June 30, 1958. 


The Supreme Court dismissed the ap- 
peal from the Pennsylvania Supreme 
Court’s decision sustaining the validity 
of the trust under the Girard will by 
appointment of private trustees. (See p. 
609 this issue, and p. 285 March issue.) 
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CLAIMS — 
Claim Not Amendable After Ex- 
piration of Time for Filing Excep- 
tions 


Apparently Erroneous 


Tennessee—Court of Appeals (Eastern Section) 
Solomon v. Witt’s Estate, 311 S.W. 2d 815. 


Claimant filed a claim against the es- 
tate of a decedent for care and main- 
tenance for a period of ten years prior 
to the death of decedent. The claim was 
for $50 per month, or $600 annually, 
but showed the amount claimed as 
“Total $600.00.” No exceptions were filed 
to the claim, and it was allowed in the 
amount of $600. Fifteen months after 
the claim was filed, and after the time 
for filing exceptions had expired, claim- 
ant moved to amend his claim to show 
the total as $6,000, alleging that there 
was a mistake apparent on the face of 
the record. The probate court and cir- 
cuit court denied the amendment. 


HELD: Affirmed. Any error commit- 
ted in the filing of the claim was made 
by the claimant himself. It was not the 
function of the court to correct the 
claimant’s figures, or to determine their 
accuracy. The claim was uncontested 
and became a final judgment against the 
estate after expiration of the time for 
filing exceptions. It would now be in- 
equitable to other creditors to allow the 
proposed amendment. 





CLaims — Killer’s Rights as to Claims 
Against Estate of Victim 


Florida—District Court of Appeal 
Morgenstern v. Ruza, 101 So. 2d 429. 


Plaintiff and decedent were at one 
time husband and wife residing in New 
York. While there, the wife obtained 
two judgments against the husband. Af- 
ter removal to Florida, she sued the hus- 
band for divorce and, pursuant to stipu- 
lation, the Court entered an order that 
the two New York judgments were estab- 
lished as decrees and judgments of the 
Florida Court, enforceable by equitable 
and legal remedies, and further, that the 
wife should be paid the sum of $5,000 
as lump-sum alimony, but payable at 
weekly intervals until discharged. 

Shortly after the rendition of the de- 
cree, plaintiff wrongfully killed her for- 
mer husband and was convicted of man- 
slaughter. She thereafter filed her claim 
against his estate for the amounts due 
on the two judgments and the lump- 
sum alimony. The administrator objected 
on the theory that recovery should be 
barred because no person is permitted to 
benefit from his own wrong, a principle 
recognized in Florida. 

HELD: Plaintiff was entitled to re- 
cover on the two judgments entered in 
New York, but she was precluded from 
recovering the lump-sum alimony by her 
wrongful act in killing the decedent. The 
principle of benefit,through a wrong was 
not present as to the judgments which 
were debts created and existing prior to 
the killing. The alimony, however, was 
not due at the decedent’s death and 
plaintiff could not convert it into a lia- 
bility by her wrongful act. 


COMPENSATION — Executor Who is 
Accountant May Receive Compen- 
sation for Accounting Services in 
Addition to Executor’s Commis- 
sions 
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New York—Court of Appeals 
Matter of Tuttle, 4 N.Y. 2d 159. 


The main asset of the decedent’s estate 
was the bulk of the stock of a family 
corporation. A certified public accountant 
who for several years had done account- 
ing work for the decedent and the cor- 
poration was a co-executor and co- 
trustee. The accountant performed ac- 
counting services after the decedent’s 
death, including the settlement of in- 
come tax deficiencies assessed against 
the decedent and the corporation on 
which the accountant was working dur- 
ing the decedent’s life. The question pre- 
sented was whether the accountant was 
entitled to compensation for his account- 
ing services in addition to executor’s 
commissions. 


HELD: The accountant is not barred 
from receiving additional fees for his ac- 
counting services. The traditional rule 
is that an executor may not collect any- 
thing beyond his commissions. But the 
courts have recognized that when an 
executor performs services for the estate 
which are not properly part of his ex- 
ecutorial duties, he may be compensated 
for such extra services. The accountancy 
services were necessary and were a con- 
tinuation of a job begun during dece- 
dent’s life. By naming his accountant an 
executor and trustee, the decedent could 
not have intended to compel his fidu- 
ciaries to dispense with this accountant’s 
services and hire someone else to do the 
dificult tax work, or compel the ac- 
countant-executor to perform accounting 
services without pay. 


Costs — Trust Fund Bears Legal 
Costs Incurred by Remainderman 
for Its Preservation 

United States—Court of Appeals. 
District of Columbia Circuit 

Walsh v. National Savings and Trust Co., de- 

cided May 29, 1958. 

In a prior proceeding present appel- 
lant contended that the trust had ter- 
minated and that she was entitled to the 
full corpus. Contingent remainder bene- 
ficiaries contended that the trust estate 
was to remain in existence until 20 years 
after appellant’s death so long as any 
lineal descendants of the trustor should 
survive. The Court of Appeals agreed 
with the remaindermen and thereafter 
they moved for an order allowing com- 
pensation from the trust for their at- 


torneys. The District Court granted the 
motion, 


HELD: Affirmed. The remaindermen 
Who defended the trust acted not only 
In their own behalf but in behalf of any 


then unborn lineal descendants of the 
trustor and accordingly the corpus of 
the trust should bear the costs incurred 


for lis preservation. The instant case 
18 distinguished from a case which was 
purely a contest between two parties as 
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to which should receive the corpus of the 
trust. The instant case was one in which 
the court possessed the discretion to 
charge some or all of the costs of liti- 
gation against the trust. 


DISTRIBUTION — Remainders to Is- 
sue Then Living — Per Capita Di- 
vided in Equal Shares Among All 
Generations 


Massachusetts—Supreme Judicial Court 
Welch v. Phinney, 1958 Mass. 899. 


Will provided that on the death of 
the life tenants the trustees should “pay 
over ...the principal... to and among 
the issue then living of my said nephews 
and said niece, per capita and not per 
stirpes.”” On the termination of the trust 
there were living: (1) two sons of 
Nephew A, plus one child to each of the 
sons; (2) one daughter without issue 
of nephew B; (3) of Nephew C a daugh- 
ter who had five children and four grand- 
children, a son with two children, and 
another son with four children; and (4) 
(of nephew D) two sons, one with no 
issue and one with two children; also a 
daughter, with two children. Thus there 
were living nine children, seventeen 
grandchildren, and four great grandchil- 
dren of the nephews, thirty in all. There 
was no deceased child of any of the 
nephews who left issue then living. 


The probate judge decreed that the 


estate should be divided into thir ty equal 





shares and one share paid to each one 
of the issue. 


HELD: Affirmed. In the absence of 
contrary indications, where a per capita 
distribution to issue is directed expressly 
all persons of any generation who come 
within the term “issue” of the designated 
ancestor should be regarded as direct 
donees of the testator and not merely 
as representing a deceased ancestor and 
should share equally with other such 
donees. 


FIDUCIARIES — Trustee Removed for 
Conflict of Interests 


Pennsylvania—Supreme Court 
Holmes Trust, 392 Pa. 17. 


Settlor created two irrevocable inter 
vivos trusts of stock in a corporation, of 
which trusts he and Raker were trus- 
tees. Raker was given the sole right to 
vote the stock. The bulk of the remain- 
ing stock was held by settlor, his wife, 
and his daughter. Raker was at the time 
the daughter’s husband. The trusts were 
for the benefit of the daughter and her 
children. In 1955, the daughter and 
Raker were divorced, and Raker ac- 
cepted employment with a competitor. 
Settlor and his daughter filed petitions 
to remove Raker as a trustee on the 
ground that his employment conflicted 
with his duties as trustee of the stock. 

The lower court found that his ad- 
vancing the interests of his present em- 
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ployer hindered the progress of the Com- 
pany whose stock he held as trustee, 
that there was friction between him and 
his co-trustee and the beneficiary, and 
therefore removed him. Raker appealed. 

HELD: Affirmed on the opinion of 
the Lower Court. 


JURISDICTION — Agent of Trustee 
Claiming Status as de facto Trus- 
tee May Not Invoke in rem Juris- 
diction Over Trust Matters 


Minnesota—Supreme Court 
In re Trust of Phillips, (decided May 2, 1958). 


Appellant. a public accountant, al- 
though not named as the de jwre trustee 
of certain trusts, in fact performed most 
of the trustees’ functions in their stead 
and actively conducted the management 
of the trusts. Appellant had sought leave 
to file accounts of his administration of 
the trusts, to have his accounts settled 
and to be allowed fees for his services. 
He contended that as de facto trustee 
he could invoke the statutes granting in 
rem jurisdiction over trust matters, even 
though not named in the trust instru- 
ment or appointed by the court. 

HELD: Affirmed. There was no vacan- 
cy among the named trustees and the 
alleged de facto trustee was not acting 
“under color of authority.” Appellant’s 
actual status was merely that of an 
agent of the trustees. Only the named 
trustees may invoke the in rem jurisdic- 
tion of the court for the purpose of hav- 
ing their acts confirmed. 


JURISDICTION — Contingent Liability 
of Nonresident Insurance Company 
Does Not Give Basis for Appoint- 
ment of Administrator 


Florida—District Court of Appeals 
In re Estate of Klipple, 101 So. 2d 924. 


Decedent was involved in an accident 
in Florida, as a result of which a tort 
action was filed against him in a Federal 
Court in Florida. Thereafter, he died in- 
testate while serving in the United 
States Army. At the time of his death, 
he was domiciled in Michigan. Plaintiff 
in the Florida tort action, acting as a 
creditor, applied to the Court in the 
county where the suit was pending for 
the appointment of an administrator in 
order to be able to substitute such repre- 
sentative as the defendant in the tort 
action. The appointment was made. 

Decedent’s mother then filed her peti- 
tion seeking to revoke the appointment 
on the grounds that the decedent was 
neither a resident of Florida nor owned 
any property within the State. The peti- 
tion was denied. 

HELD: Reversed. The Florida Probate 
Court had no jurisdiction to appoint an 
administrator because of the absence of 
the only possible basis for venue, name- 
ly, ownership by the decedent of proper- 
ty in Florida. Since the insurance com- 
pany which had issued a liability policy 
to decedent was a Michigan corporation 
not authorized to do _ business in 
Florida, the contingent liability there- 
under was not property within the State 
of Florida and, therefore, no basis for 
the appointment of the administrator 
existed. (The Court intimated that the 
appointment might have been upheld if 
the insurer had been qualified to do 
business in Florida.) 


JURISDICTION — Exclusive Jurisdic- 
tion of Probate Court Over Claim 
Can First Be Asserted in Appellate 
Court 


Colorado—Supreme Court 
Meyers v. Williams, April 28, 1958. 
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Williams, tenant, and Caldwell, lard- 
lord, died at approximately the saise 
time as a result of monoxide poisoning 
from a defective furnace. The childie 
of Williams sued the executor of Ca 
well for the unlawful death. Within + 
time prescribed by the statute a clzi 
was filed by the plaintiffs in the cou 
(probate) court against the estate. 7 
claim remains undetermined. 

This action was commended approxi 
mately nine months after the issua: 
of letters testamentary and approxima 
ly three months after the expiratior 
the date for filing claims in the prob: 
court. The executor as defendant did not 
challenge the jurisdiction of the district 
court until after the decision there and 
the appeal to the Supreme Court was 
taken. 

HELD: After probate jurisdiction has 
attached, the county (probate) court is 
vested with sole and exclusive jurisdic- 
tion of claims presented before it. The 
claimant has no option to file suit in 
another court after the issuance of let- 
ters. The district court lacked jurisdic- 
tion in this action against the executor 
based upon the identical cause of action 
upon which a claim had been filed and 
remained undetermined in the county 
court. The lack of jurisdiction could be 
challenged for the first time in the 
Supreme Court. 


LIFE TENANT & REMAINDERMAN — 
Power of Disposition Includes 
Power to Make Gift 


Texas—cCourt of Civil Appeals 
Ellis v. First National Bank in Dallas, 311 S.W. 
2d 916. 
Decedent’s will gave wife his estate: 


and as long as 
to have 


“for the term of her life, 
she shall remain a widow, she 
during such time, full and absolute au- 
thority to handle, manage, sell and in 
any manner dispose of said properties, or 
any part thereof, and to invest and rein- 
vest any proceeds received from the sale 
of any part of said properties, and no 
purchaser of any part of said properties 
shall have any obligation or duty to see 
to the application of the proceeds received 
from such sale.” 


At the wife’s death the estate went to 
the bank as trustee. 

Prior to her death, the wife 
1,000 shares of stock to her daug hter. 
The bank filed suit to determine if the 
wife had power to give away the stock. 
The lower court held that she did not, 
and that the daughter held the stock in 
trust for the bank. 


HELD: Reversed and rendered. “The 
power of ‘full disposition’ rather obv'ous- 
ly means a power of alienation and one 
of broad scope without regard to whether 
it be by sale or gift.” 

Appellees also contended that ev 
the wife had the power to appoin 
stock, she did not validly exercis« 
power, because there was no refe 
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“Amalgamated Chemicals up 4 ... Allied 
Textiles down 4 American Steel 
down 4%... 
to it in the transferring instrument. 





This contention was also overruled. 





LIFE TENANT & REMAINDERMAN — 
Life Estate with Power to Use for 
Sole Benefit Does Not Permit 
Waste or Disposition by Gift or 
Will 
Delaware—Court of Chancery, New Castle Co. 

Furry v. Furry, 141 A. 2d 474. 












Testatrix’ will gave her residuary es- 
tate to her sister and provided for the 
“principal and income thereof to be used 
by her for her sole benefit during her 
lifetime, at her discretion, and the bal- 
ance thereof, if any” to go to testatrix’ 
nieces and nephews. Upon the contention 
of testatrix’ sister that she took the resi- 
duary estate absolutely, the executor 
sought instruction of the court. 













HELD: The will named remaindermen 
and indicated the testatrix’ intention 
that any balance should go to them. 
Testatrix’ sister therefore took only a 
life estate in the residuary estate. She 
had, however, an implied power to sell 
or dispose of such part of the residuary 
estate as she desired for her sole benefit, 
but could not waste, or give or will 
aWay any part of such estate. 















LiFE TENANT & REMAINDERMAN — 
Power of Disposition Includes 
Right to Sell Property Without Of- 
fer to Remainderman 








South Carolina—Supreme Court 


Thomason v. Hellams, 103 S.E. 2d 324. 








tor devised his real estate to his 
life, with power to sell any part 
x her support and comfort, she 
le judge of the necessity there- 
for, ar providing further that if, at her 
here remained any real estate, 
d go to a nephew. The nephew 
this action seeking a construc- 
the will and alleging that the 
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widow was about to sell the real estate 
for an inadequate price to one of her 
relatives. The complaint also asked that 
she be enjoined from such sale, but if 
the sale were had, that the proceeds be 
impressed with a trust in favor of the 
plaintiff and kept separate from other 
personal property so that any unused 
portion would belong to the plaintiff. 
The plaintiff also contended that he 
should be given a refusal to purchase at 
the price which the defendant widow was 
offering the property for. In the lower 
court a demurrer to the complaint was 
sustained, and the complaint dismissed. 


HELD: Affirmed. The widow had un- 
limited power of sale to be exercised for 
her own benefit. The life tenant may dis- 
pose of the property as she sees fit, pro- 
vided only that she cannot defeat the 
remainder of the devise by a gift, or de- 
vise, or fraudulently by subterfuge. 

The plaintiff’s demand that the pro- 
ceeds of sale should be impressed with a 
trust for his benefit was premature 
since there had been no sale. It was 
indicated that the propriety of this posi- 
tion might be approved when it became 
applicable to existing facts. 

The last contention of the plaintiff 
that he was entitled to a refusal of the 
property was without foundation. 


PENSION TRUSTS — Spendthrift Pro- 
vision Valid Against Judgment 
Creditor 


Texas—Court of Civil Appeals 
Hines v. Sands, 312 S.W. 2d 275. 


Hines recovered judgment against 
Sands. After judgment, Hines filed gar- 
nishment against White’s Employees 
Profit Sharing Trust, impleading Sands. 
It was stipulated that Sands was en- 





titled to a non-forfeitable share of the 
trust. The trust instrument contained a 
spendthrift clause which provided that 
no member’s share in the trust was sub- 
ject to garnishment. Sands had quit 
White’s stores, and under the terms of 
the trust was entitled to yearly payments 
through 1959. 

Hines contended that the spendthrift 
provision was invalid as against public 
policy, and that Sands’ rights were fixed 
upon termination of his employment, and 
thus the spendthrift provision no longer 
applied. The trial court held the spend- 
thrift provision valid. 

HELD: Affirmed. It is not against 
public policy for an employer to “settle” 
his own funds on an employee in the 
nature of a spendthrift trust. The trus- 
tees had active duties to perform until 
termination of the trust, and therefore 
the trust was not passive so as to en- 
title Sands to his entire share upon ter- 
mination of his employment. Since Sands 
could not reach the fund, neither could 
his creditors. 


REAL PROPERTY Reference to 
Monetary Share in Real Estate 
Passes Title 


Pennsylvania—Supreme Court 
Mitchell v. Clippinger’s Heirs, 392 Pa. 40. 


Decedent and her nephew acquired 
real estate for $4,000 in 1924, and oc- 
cupied it together until decedent died in 
1927. Decedent’s will gave to her nephew 
“The $2,000 I have in the home” de- 
scribing the property in question, and 
also gave him a legacy of $1,000. The 
estate carried decedent’s interest in the 
real estate as $2,000. An account was 
filed but the real estate was not men- 
tioned, nor were the gifts to the nephew 
or the other legatees mentioned. 
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The nephew died in 1949, leaving a 
will directing the sale of the real estate, 
which was done. The purchaser filed an 
action to quiet title against the heirs 
of decedent, the aunt. The lower Court 
decided that decedent’s will devised to 
the nephew all of her interest in the 
real estate and entered judgment for 
plaintiff on the pleadings. 


HELD: Affirmed, It is not uncommon 
usage to refer to an interest in real 
estate in terms of dollars or money, and 
such usage is sufficient to pass title to 
real estate when an intention to do so 
can be ascertained from the will and 
the circumstances surrounding its ex- 
ecution. 


SPOUSE’s RIGHTS — Agreement to 
Support Wife Survives Death of 
Husband 


Pennsylvania—Supreme Court 
Wolftsohn v. Solms, 392 Pa. 129. 


Decedent entered into a support agree- 
ment with his wife in March 1956, for 
a period of one year, in which he agreed 
to pay her $350 a week for support, and 
up to $250 a month for apartment 
rental, as well as to pay her medical 
expenses, counsel fees and income taxes, 
and she agreed to join in the 1955 
Federal income tax return, The wife 
signed the return. 


Decedent died July 4, 1956, leaving 
an estate of over 6 million dollars. His 
executors refused to make the payments 
called for in the agreement after his 
death. The wife filed a complaint to 
recover $15,000 due her under the agree- 
ment, and after an answer was filed, 
filed a motion for judgment which the 
lower Court denied. The wife appealed. 


HELD: Reversed. While a husband’s 
duty to support ceases at his death, the 
parties can contract for support beyond 
his death. The agreement here imposed 
duties on both parties beyond payment 
and acceptance of support monies. The 
wife bound herself to execute a joint 
tax return and decedent undertook obli- 
gations beyond those required by law. 


SpousE’s RIGHTs — Effect of Wid- 
ow’s Election or Remainder Inter- 
ests — Devolution of Personal 
Property in Joint Names 


Indiana—Appellate Court 
Salvation Army, Inc. v. Hart, 149 N.E. 2d 557. 


This appeal was from two separate final 
judgments in an estate proceeding in 
the lower court. 


The will construction action involved 
the effect of a widow’s election to take 
against her husband’s will. Item II of 
the will directed that all inheritance, 
estate and succession taxes assessed 
against the estate or beneficiaries be 
paid out of the general assets of the 
estate. Item V provided that, in the event 
the decedent’s wife predeceased him, the 
residue of the estate was to be dis- 
tributed among certain charities. Item 
VI provided that, in the event she sur- 
vived, the residue was to be placed in 
a trust in which the widow was to be 
a life beneficiary. At the termination of 
the trust, the principal was to be dis- 
tributed to the same charities provided 
in Item V. 


The widow filed an election to take 
under the law. She was also the de- 
cedent’s sole heir at law and next of 
kin for the purpose of taking intestate 
property. The lower court entered judg- 
ment to the effect that the election did 
not accelerate the remainder interest 
under the will and that, as sole heir at 
law and next of kin, the widow took the 
life estate in the two-thirds of the 
estate which she did not take under the 
law for the reason that said life estate 
was intestate property. 


HELD: Reversed. By the great weight 
of authority in other jurisdictions it has 
been held that where the widow has 
been given a life estate under the will 
and elects to take under the law, the life 
estate is extinguished and the remainder 
is accelerated, unless, of course, it is 
clear from the provisions of the will 
that the testator intended that the re- 
mainder should not take effect until the 
death of the widow. The parties con- 
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ceded that Indiana did not follow the 
general rule prior to the enactmeni of 
the new Probate Code in 1953. However, 
the court held that the legislature indi- 
cated a positive intent to change the 
former rule in providing that when ag 
surviving spouse renounces his richts 
in any devise, “the will shail be on. 
strued with respect to the property g0 
devised to him as if such surviving 
spouse had predeceased the testator.” 


Consequently, when the widow elected 
to take under the law, she extinguished 
and destroyed her life estate and the 
rights of the remaindermen were ac. 
celerated as if she had actually died be. 
fore the testator. The effect of her elec. 
tion was to strike Item VI from the will 
and leave Item V in full force. Also, 
Item II respecting payment of inheri- 
tance and estate taxes out of the estate 
was inoperative as to the widow because 
of her rejection of the will. 


The action as the objections to the 
executor’s final report concerned the 
ownership of certain promissory notes 
and mortgages which were payable joint- 
ly to the decedent and his wife. None of 
the instruments involved contained any 
express words of survivorship. 


HELD: Personal property held in a 
joint tenancy does not go to the survivor 
unless the instrument creating the estate 
so provides. Each owns an undivided one- 
half interest, even though the considera- 
tion for the note and mortgage is the 
separate property of the husband. 


SPOUSE’s RIGHTS — Order Granting 
Family Allowance is Appealable — 
Rental Value of Home Occupied 
by Surviving Spouse 


Washington—Supreme Court 
In re Kruse’s Estate, 152 Wash. Dec. 290. 


Kruse died intestate, leaving his sons 
by a former marriage and his widow 
surviving. The widow was appointed ad- 
ministratrix. An order was entered in 
May, 1956, making her a family allow- 
ance of $150 per month for sevel 
months from the date of decedent’ 
death. The six month period for filing 
creditors’ claims expired October 2], 
1956. Although the estate was ready t 
be closed by February 1957, the ad 
ministratrix did not file a final repor' 
then, but filed an interim report and 
petitioned the Court to extend her fam- 
ily allowance. The appellants (sons of 
decedent by the former marriage) filed 
objections. The Court approved the it 
terim report on March 11, 1957 and ex 
tended the family allowance for fiv 
months. 

On May 10, 1957, the Court set aside 
to the surviving spouse 78.87% of the 
residence property in lieu of homestead. 
On May 31, 1957, the administratr™ 
filed her final report, which was 4p? 
proved over the appellants’ objections 
on June 28, 1957. Appellants urged that 
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the family allowance should not have 
been extended by the order of March 
11, 1957, and that the administratrix 


s should account for the reasonable rental 


value of the residence occupied by her 
during the probate period. 

HELD: Affirmed. The order of March 
11, 1957 extending the family allowance 
was an appealable order, from which 
appellants took no appeal, and it can- 
not be reviewed on appeal from a sub- 
sequent order approving the final ac- 
count. 

There is nothing in the record to just- 
ify charging the surviving spouse with 
the rental value of the residential prop- 
erty, in view of the fact that she had 
an existing potential right at all times 
after decedent’s death to have a sub- 
stantial part of the property set aside 
to her in lieu of homestead. 


TAXATION — Estate & Inheritance — 
Decedent’s Community One-Half 
of Cash Surrender Value of Insur- 
ance on Life of Surviving Spouse 
Held Taxable 


Washington—Supreme Court 
In re Leuthold’s Estate, 152 Wash. Dec. 250. 


Grace Leuthold died in 1952. The 
State attempted to impose an inheritance 
tax upon one-half of the cash surrender 
value of six life insurance policies upon 
the life of her surviving spouse. The 
beneficiaries designated in the several 
policies were either the son, the daugh- 
ter, or the surviving spouse’s estate. The 
policies were all level-premium straight 
life policies, the cash value of which in- 
creased each year. All premiums on the 
policies up to the time of Mrs, Leut- 
hold’s death had been paid from com- 
munity funds. The Trial Court, follow- 
ing. In re Knight’s Estate, (1948) 31 
Wn. 2d 813, 199 P. 2d 89, held against 
the State’s right to collect the tax, and 
the State appealed. 

HELD: Reversed (by a five to four 
decision). These life insurance policies 
were community personal property at the 
time of Mrs. Leuthold’s death. All of the 
incidents of ownership belonged to her 
and her husband equally. Among the 
incidents of ownership was the right to 
receive the cash value upon surrender of 
the policies. The policies contained ele- 
ments of both indemnity and _ invest- 
ment. Insurance companies set up an 
account for each policy holder in the 
Same manner as a savings bank estab- 
lishes an account for each depositor. On 
the death of an insured who owns a pol- 
Icy that has built up a cash value, the 
Insurer does not pay the beneficiary en- 
rely from its own funds, but pays the 
cash value which was owned by the in- 
Sured at the time of his death, plus an 
amount from net premiums paid in by 
other insured persons sufficient to make 
up the face amount of the policy. 

The situation is no different than if 


JuLy 1958 


Mr. Leuthold had deposited community 
funds in a savings account in his name. 
It makes no difference whether the com- 
munity account under the control of 
the husband is with a bank or a life 
insurance company. The State is taxing 
the receipt by Mrs. Leuthold’s legatees, 
pursuant to her will, of her one-half 
interest in the cash values of the poli- 
cies, and it is entitled to do so under 


the inheritance tax statute. In re 
Knight’s Estate, supra, is expressly 
overruled. 


Hill, C. J. dissenting says that the 
legatees under Mrs. Leuthold’s will will 
not receive her half of the cash value 
of the policies; that Mr. Leuthold is the 
only one who has received the benefit of 
her interest in the cash surrender value 
of the policies and that he did not re- 
ceive it (a) by will; (b) by inheritance, 
or (c) by contract made in contempla- 
tion of the death of the grantor or donor. 
Mr. Leuthold received the benefit not 
because he was a legatee or an heir, 
but because of the nature of the con- 
tract of insurance. The legislature has 
not taxed the interest received by Mr. 
Leuthold. The contracts referred to in 
the statute are contracts of a deceased 
person made in contemplation of death, 
and in which it was intended that the 
death of the contracting party would 
constitute the event which passed the 
property treated in the contract from 
the deceased to someone else. 


TAXATION — Estate & Inheritance — 
Federal Estate Tax Deductible 
Before Computing Marital Exemp- 
tion Under State Inheritance Tax 


California—Supreme Court 


Estate of Law, 50 A.C. 279 (May 23, 1958) 
annulling decision of District Court of Appeal, 
abstracted in Feb. 1958 T&E, p. 174. 


Will provided that inheritance and 
estate taxes should be paid “out of my 
residuary estate in the same manner as 
an expense of administration” and 
should not be apportioned, prorated or 
charged against devisees, legatees or 
beneficiaries. This precluded proration 
of federal estate tax under Sections 970 
to 977, Probate Code. Decedent’s estate, 
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all separate property, was valued at 
some $2,961,000. The State Controller 
contended that from this amount should 
be deducted expenses of administration 
and the federal estate tax, and that half 
the remainder would constitute the mari- 
tal exemption provided for by Revenue 
and Taxation Code, Section 13805. The 
estate contended that expenses of ad- 
ministration, etc., but not the federal 
estate tax, should be deducted, and one- 
half of the remainder so arrived at 
would constitute the marital exemption. 
The District Court of Appeal ruled in 
favor of the estate. 

HELD: Reversed. At least in cases 
where the California statute requiring 
proration of federal estate tax is not 
involved, all allowable deductions, in- 
cluding federal estate law, are to be de- 
ducted from the gross estate before the 
marital deduction is computed. 


WILLs — Construction — Date for 
Determination of “Then Value” of 
Bequest 


Florida—District Court of Appeals 
In re Estate of Marks, 102 So. 2d 301. 


Testator’s will provided that upon the 
death of his wife, if she survived him, 
or upon his:death, if she did not survive 
him, two separate funds of cash and 
securities “having a then value” of a 
stated amount should be set aside for 
two beneficiaries. Appellant contended 
that the word “then” referred to the 
date on which the separate funds were 
set aside in trust and not to the date of 
death of the testator. 

HELD: The phrase “having a then 
value” referred to the date of the tes- 
tator’s death since his wife did not sur- 
vive him. 


WILLs — Construction — Not an Is- 
sue on Probate 


Nebraska—Supreme Court 
In re Appelgate’s Estate, 89 N.W. 2d 233. 


Purported will devised property to 
two sisters as trustees, to sell and hold 
proceeds in trust “for the use, benefit, 
comfort and maintenance of my nieces 
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and nephews and such other of my rela- 
tives as may in the discretion of my said 
sisters, warrant and require financial aid 
and assistance. 

HELD: The purported will was en- 
titled to probate, but construction of a 
will is not a matter before the court on 
probate. The Probate Court has no power 
to construe a will except to the extent 
of advising the executors in order to 
expedite administration. Such construc- 
tion by the Probate Court is not binding 
on adverse claimants under the will. 


WILLs — Construction — Power of 
Appointment and Precatory In- 
structions Distinguished 


California—District Court of Appeal 


Estate of Kuttler, 160 A.C.A. 361 (May 12, 
1958). 


Mrs. Kuttler’s holographic will stated: 

aici | Mike Kuttler or 
Vera Kuttler *** to have one cent of 
what I have: nor the children Joan, Bill 
or Nancy Ann as I never see them so 
I enjoy no pleasure from them. 

“Notify Earl Hayter or my sister Bertha 
McQuarrie DO-7-7821—for them to dis- 
pose of my belongings as they see fit. 


Signed Mrs. Ethel May Kuttler 2/16/56.” 


do not want 


Superior Court refused to admit the 
document on the ground it was non- 
testamentary. 

HELD: Reversed. Document was testa- 
mentary. There was no outright gift to 
Hayter and McQuarrie followed by 
precatory words, but a power of appoint- 
ment was conferred upon them. Donee 
of general power of appointment may 
exercise it in his own favor and in 
legal effect such a power gives him ab- 
solute ownership. No delegation of au- 
thority to make a will for testatrix was 
involved. The word “belongings” pre- 
sumably includes real estate as well as 
personalty. Presumption against intes- 
tacy is given effect. 


WILLS — Mutual & Contractual — 
Oral Evidence not Admissible to 
Show Mutual Wills Were Contrac- 
tual 


Nebraska—Supreme Court 


Gerdes v. Omaha Home For Boys, 89 N.W. 2d 
849. 


By written contract, A agreed to 
furnish money to improve a _ residence 
owned by B, to be occupied by A and B, 
with the agreement providing that B 
would devise the property to A. On the 
same date, separate wills were made in 
which A devised all his property to B, 
and B devised all his property to A. 
Later, A revoked his will and gave 
property to others. After A’s death, B 
contended there was an oral agreement 
the wills were not to be revoked. 

HELD: Since the written contract was 
complete, testimony in regard to pre- 
ceding oral agreements was inadmissi- 
ble. B was incompetent as a witness to 
testify to conversations with A. 
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WILLS — Probate — Formalities 
Where Testator Signs by Mark 


Pennsylvania—Supreme Court 
Walkiewizc Estate, 392 Pa. 310. 


Testatrix signed her will by mark in 
the presence of two subscribing wit- 
nesses, who could not testify that tes- 
tatrix’s name had been subscribed to 
the will in her presence. The principal 
beneficiary and his wife were eye wit- 
nesses to the execution and both testi- 
fied that the testatrix’s name had been 
subscribed in her presence immediately 
before she made her mark. The lower 
court sustained the will. 

HELD: Affirmed. The requirements 
for signing by mark are that the testa- 
tor’s name be subscribed in his presence, 
before or after he makes his mark, and 
that he make his mark in the presence 
of two witnesses who shall subscribe 
their names to the will in his presence. 
There is no requirement that the sign- 
ing of testator’s name be proved in any 
specific manner. 





WILLs — Probate — “If Anyt! ing 
Happen to Me” Not Condition :| 


California—District Court of Appeal 


Estate of Del Val, 159 A.C.A. 659 (Apr 22. 
1958). 


Del Val on the day before he «ent 
to a hospital made a holographic wil] 
bearing date April 14, 1955, as follows: 
“That I gregorio Del Val of a sound 
mind, if there is anything happen to 
me to night I leave all my belonzings 
to Mr. B. V. Dison and to his wife Mrs, 
Victoria Dison including my money jn 
The Banks of America #21.” 

After his death seven months later his 
two cousins, his only heirs, petitioned 
to revoke the will on the ground that 
it was conditional, since nothing hap- 
pened to him “to night.” Superior Court 
denied the petition. 

HELD: Affirmed. Intention to dispose 
of estate was sufficiently shown by the 
will, reinforced by collateral circun- 
stances showing decedent considered will 
in effect after his return from hospital. 
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Attorneys can understand his work... 


Intensive preparation is a particularly vital part of 
the Connecticut General man’s work... 

Youll realize this on his very first visit. The re- 
search notes on which the CG man’s plan is built 
represent hours of fact-digging. These facts reveal 
the special problems of one of your clients. 

The purpose behind his study is to provide a plan 
for solving these problems so that vour client can 
attain his goals in life. To this end, where neces- 
sary, the CG man will make sound, specific recom- 
mendations for a rearrangement of estate assets 
along more productive lines. 


Nothing is left to imagination. It’s all here in the 
CG man’s plan, inviting your analysis and your 
counsel for the benefit of your client. 


Behind the CG man’s efficiency lies an honest de- 
sire to be of assistance. Often, from the first meet- 
ing grows a rewarding relationship with you and 
with your client that lasts a long, long time. 


Connecticut General Life Insurance Company, 
Hartford 15, Connecticut. 
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